“BANKERS WANT FACTS, NOT CONJECTURE 


By A. G. MARSH, A.B.LA., A.AS.A. 


(Mr. Marsh is a practical banker with wide experience of dealing with 


both customers and accountants. An examiner of the Bankers’ 


Institute of 


Australia, he is at present managing a city branch of a trading bank 


and was formerly with his bank’s securities department. 


Coupled with 


his banking knowledge he is also an associate of our Society. The com- 
bination puts him in a unique position to help accountants understand 
and appreciate the banker’s viewpoint.—Editor). 


ANKERS prefer fact to conjecture 
whether the truth be pleasant or 
unpalatable. So the chance to peruse 
accounts prepared and signed by a re- 
putable accountant gladdens a banker’s 
heart—we do have one. 


For we believe that the one reliable 
youcher of the financial position of a 
business is the balance sheet and its 
associated accounts. There is no 
mistaking honest figures. 


Many customers year by year make 
it their practice to lodge the year’s 
trading result with their banker, and 
to discuss this with him to their mutual 
advantage. 


The businessmen who do this gain an 
inestimable advantage by comparison 
with those who do not, whatever the 
banker’s comments—if any. 


Timely discussion can simplify and 
even eliminate problems of finance. 
Mutual confidence and understanding 
between banker and customer is essen- 
tial, and the customer who has proved 
his reliability and competence over a 
period has built up a very real and 
tangible asset. Regular production 
and discussion of accounts is desirable, 
even though the customer is not over- 
drawn at the time. 


The banker with whom you discuss 
your affairs has had a long and arduous 
training reinforced by experience which 
he is gathering until the day he re- 

He is the product of a sound and 
competitive system of banking. 
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The views, the opinions, the com- 
ments he expresses must be worth con- 
sidering, although sometimes they 
may be difficult to accept, however 
tactfully advanced. 

Be that as it may, it is almost 
certain that he is expressing the funda- 
mentals of sound finance; and what is 
sauce from the banker is sauce for the 
customer. A banker’s advice may, at 
the time it is offered, appear to be alto- 
gether pusillanimous and unenterpris- 
ing to the customer; in retrospect it 
has been found, on occasion, to be 
almost psychic. 

What does a banker look for when 
examining accounts? Are Sundry 
Debtors well spread and well paid? 
Are Sundry Creditors well paid? What 
is the nature of turnover and is it 
rising or falling, is it seasonal and are 
sales dependent on the few or many 
purchasers ? 

Incidentally a banker prefers a turn- 
over that will “swing” an account, 
that is, a widely fluctuating balance: 
this of course refers to overdrafts. 
An overdraft that does not fluctuate 
may be better suited to a term loan, 
one outside the banking system, than 
to the short term lending of the Aus- 
tralian trading bank. 

The item Stocks, of course, is one for 
surmise and conjecture, never so much 
as in the latter half of the past year. 

A comparison of proprietors’ funds 
and total ‘iabilities can be disconcerting 
should it be discovered that the pro- 
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BANKERS WANT FACTS — Continued 
prietors have only a minor interest in 
the business: no more so, however, 
than to find that the proprietors are 
withdrawing funds faster than profit, 
if any, can accumulate. 

Any friction arising between banker 
and customer after a discussion of the 
foregoing can be quickly dissipated by 
introducing a common source of care— 
Incidence of Tax x Replacement of 
Plant x Inflation = Erosion of Capital. 

The financing of trade, commerce 
and production seems very difficult to- 
day; no doubt it was ever so. Early 
production of the balance sheet is of 
real assistance. Accounts. exhibited 
many months after the end of the 
financial year are sometimes no more 
informative than yesterday’s news- 
paper. 

It is the future, as well as the past, 
which concerns us, and while the 
balance sheet allows some reasonably 
accurate predicting to be made, as well 


as presenting an historical review, any 
other form of assistance is welcome. 

For this reason it is to be regretted 
that more stress has not been laid upon 
the value of budgeting. This applies 
particularly to the smaller business. 

Unquestionably the first attempts at 
budgeting will cause a great deal of 
work, and the end of the period 
budgeted may disclose a great disparity 
between fact—and fiction. So much 
the more room for improvement. 

On many an occasion a budget would 
have emphasisied the fact that it is in- 
evitable that an increased turnover 
must result in increases in Stocks and 
Sundry Debtors, probably in Sundry 
Creditors too. A shortage of working 
capital can be a nagging burden. 

The complexity of modern affairs 
demands an ever closer co-operation 
between banker, customer and account- 
ant, each depending upon the other's 
experience and knowledge in the drive 
towards efficient production. 


Management Whust Wana ge 


There are two major reasons for the popular lack 
of understanding of the management function. 


Firstly most people who are not themselves in the 


top-management group or closely associated with it— 
in other words the overwhelming majority of our people 
—lack the background of experience against which they 
could project what management does and thus under- 
stand what management is after. 
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The second reason is that management itself does 
not “manage” sufficiently. It does not discharge the 
functions which the people expect management to dis- 
charge—functions which undoubtedly be!ong within the 
scope and responsibility of the top-management group, 
no matter how the term “management” is defined. It 
leaves the initiative in labour relations to the union. 
And it refuses to accept responsibility for basic economic 
and social policies that will affect the future of our 
economy and the prosperity, if not the survival, of 
every business enterprise in it—P.F. Drucker, “Harvard 
Business Review,” March, 1950. 
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FINE POINTS OF COMMERCIAL LAW 


By E. H. COGHILL, LL.M., (Librarian of the Supreme Court of Victoria) 


BANKRUPT LANDLORD & 
OVERCHARGED TENANT 


N England, as here, rents are strictly 

controlled, and there, as here, a 
tenant who has overpaid can deduct 
the excess from his future rent as it 
falls due. 


In Hole v. Cuzen (1958) 1 A.E.R. 87, 
a landlord went bankrupt and his trus- 
tee in bankruptcy sued the tenant for 
arrears of rent. The tenant claimed 
that before the bankruptcy he had over- 
paid his rent and was now entitled to 
deduct the excess. 


The trustee argued that what had 
happened before the bankruptcy was 
no concern of his. If the tenant had 
any claims against the bankrupt he 
must prove them in the usual way. 
Meanwhile he must pay his rent. 


The Court of Appeal, . however, 
pointed out that the trustee took the 
preperty subject to the existing rights 
of other people. Everybody agreed 
that he took subject to the existing 
tenancies. He also took subject to the 
rights of the tenant, including the right 
to stop payment of rent in order to re- 
cover overpayments. 


The trustee’s claim, therefore, failed. 


RIGHTS OF BANKRUPT 
SHAREHOLDER 


[s a bankrupt shareholder entitled to 
vote at meetings of the company? 
This is discussed in Morgan v. Gray 
(1953) 1 A.E.R. 213. 
In that case a company had issued 
100 shares and no more, 50 being held 
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by Morgan and 50 by Gray. Both of 
them were directors. 

Morgan became bankrupt and re- 
signed his directorship. Gray ap- 
parently decided that the time had 
come to squeeze him out, and appointed 
his own wife a director in Morgan’s 
place. This meant that she had to ac- 
quire a director’s qualification of 50 
shares. 

Soon after, a meeting was called at 
which Mr. Gray, as the sole director 
qualified, acted as chairman. Both 
Morgan and his trustee in bankruptcy 
attended, but Gray refused to recognise 
them and adjourned the meeting, as if 
Morgan was not to be counted there 
was no quorum. 

The articles contained the usual pro- 
vision that, when a meeting lapses for 
want of a quorum it should stand ad- 
journed, and at the adjourned meeting, 
the members present could _ act, 
although not otherwise a quorum. 

At the adjourned meeting, Morgan 
and the trustee again attended, Gray 
again ignored them, and, acting under 
the article already summarised, he pur- 
ported to repeal the requirement that 
Directors should hold qualifying shares, 
and to elect his wife as a director. 
These proceedings followed. 

The learned judge expressed surprise 
that the point had never been settled, 
but came to the conclusion on principle 
that as long as the bankrupt’s name re- 
mained on the share register the com- 
pany must recognise him as a share- 
holder. Of course, he must exercise 
his rights as directed by his trustee in 
bankruptcy, but no question as to that 
arose in this case, as Mr. Morgan had 
been acting with the trustee through- 
out. 





FINE POINTS OF COMMERCIAL LAW— Continued 


Accordingly, Mr. Gray was wrong in 
refusing to allow him to take part in 
the meetings, and the purported resolu- 
tions carried on Mr. Gray’s vote only 
were invalid. 


BANKRUPT PURCHASER 


HE case of Jennings’ Trustee v. 

King (1952) 2 T.L.R. 69, raises a 
neat little point of occasional import- 
ance. 

In this case, on August 29, 1951, Jen- 
nings agreed to buy a property from 
King, paid a deposit, and promised to 
pay the balance on November 30, 1951. 
On November 20, Jennings called a 
meeting of his creditors, announced 
that he was unable to pay his debts as 
they fell due and thereby he committed 
an act of bankruptcy, of which, as it 
happened, King had notice. 

His solicitors immediately informed 
Jennings that they could not complete 
the contract until the position was 
clarified. On November 29, the meet- 
ing of creditors was held; on December 
3, the vendor repudiated, and on 
December 5, Jennings filed his bank- 
ruptcy petition. 

The Court pointed out that one of 
the things which thereupon vested in 
his trustee was the benefit of any con- 
tracts he-might have made. The ven- 
dor could not put an end to all the 
trustee’s rights unless the contract was 
actually broken. 

The delay of a few days was insuf- 
ficient for that purpose, and the trus- 
tee was entitled to have the contract 
performed or (as he had only asked 
for damages) to damages for the 
breach. 

In Australia it is usual to insert a 
clause making “time of the essence’, 
so that even a short delay such as this 
is sufficient to allow a “smart” vendor 
to repudiate. Otherwise the principles 
of this case apply here. 
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BROKER SELLING HIS OWN 
SHARES 


STOCKBROKER is in the same 
position as any other confidential 
agent, and owes a duty of full dis. 
closure to his client. This is em- 
phasised by the Canadian case of 
Scherer v. Zacks (1952) 4 D.L.R. 503. 
There, plaintiff was a regular client 
of a firm of stockbrokers, and defend- 
ant, one of the partners, interested 
him in two gold mining companies, 
Ultimately, he invested about 2,000 dol- 
lars in these shares, which finally be- 
came worthless, and he sued to recover 
his loss. 

Apparently defendant wriggled like 
an eel, but the Court was satisfied that 
a syndicate of which he was a leading 
member owned these shares, that he 
sold them without disclosing that fact, 
and that he sold them at a purely fic- 
titious price created by members of the 
syndicate selling to each other or to 
themselves, and not representing any 
real market for the shares at all. 

Of course, on these findings, the 
plaintiff must obviously succeed, and 
the Judge only took the trouble to ex- 
pound the law because he was dis- 
turbed at being told that _ these 
manoeuvres were the usual thing when 
launching a new company. 

He pointed out that a stockbroker, 
like any other agent, is under a duty to 
do his best for his principal, and to act 
in his interest, and if his personal inter- 
est conflicts with this duty, he must 
make full and complete disclosure to his 
client. 

If it is the broker’s own property 
which the client buys, the broker must 
show that there was full disclosure to 
the client and that the broker took n0 
advantage of his position. 


Another Case on page 199 
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WHAT IS A RESERVE? 


By C. R. AIREY, B.Ec., A.AS.A. 


E following is an attempt to 

clarify the meaning of the term 
“Reserve” according to modern usage, 
with some reference to the allied con- 
ception “Provision.” 

It is true that the Institute of Chart- 
ered Accountants in Australia has dealt 
with the matter in its ‘““Recommenda- 
tions on Accounting Principles” (1946), 
but the relevant passages are not en- 
tirely satisfactory. 

The Australian recommendation is 
the same as that issued by the Institute 
of Chartered Accountants in England 
and Wales, and reads as follows: 


“The following distinction should be 
made between reserves which are 
free and those in the nature of 
provisions for specific require- 
ments; the latter should preferably 
be described as ‘provisions :’ 

(a) The term ‘reserve’ should be 

used to denote amounts set aside 
out of profits and other surpluses 
which are not designed to meet 
any liability, contingency com- 
mitment or diminution in value 
of assets known to exist at the 
date of the balance sheet. 
The term ‘provision’ should be 
used to denote amounts set aside 
out of profits or other surpluses 
to meet: 

(i) specific requirements the 
amounts whereof can be 
estimated closely; and 
specific commitments, 
known contingencies and 
diminutions in values of 
assets existing as at the 
date of the balance sheet 
where the amounts in- 
volved cannot be deter- 
mined with substantial 
accuracy.” 


(ii) 
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These definitions seem open to the 
following criticisms: 

In the first sentence, the phrase “re- 
serves which are free and those in the 
nature of provisions for specific re- 
quirements” suggests that a Provision 
is a type of Reserve. The almost ir- 
resistible inference is that it is the same 
thing as a Specific Reserve, but this is 
hardly the usual practice and it seems 
unlikely that the framers of the Re- 
commendation intended such an inter- 
pretation. 

Both reserves and provisions are said 
to be “amounts set aside out of profits 
or other surpluses.” This suggests that 
profits should first be determined and 
that reserves and provisions then repre- 
sent appropriations. In practice, how- 
ever, the former are usually treated as 
appropriations and the majority of the 
latter as charges against profits. As 
A. A. and G. E. Fitzgerald point out, a 
literal interpretation of the Recom- 
mendation “would involve acceptance 
of the view that depreciation is an ap- 
propriation of profit, a view which is in 
serious conflict with modern accounting 
theory.”* 

In 1 (a) a Reserve is said to be some- 
thing which is not designed to meet any 
liability. Yet reserves are commonly 
set up for just this purpose, e.g., for 
the redemption of debentures. It is 
true that the reserve itself does not 
“meet” the liability; when the debt is 
discharged the reserve does not auto- 
matically disappear (see later). But 
the reason for creating it is to enable 
the necessary funds to be available. For 
that matter, neither does a provision 
meet any liability; it merely brings it 
into the accounts—recognises it, so to 
speak. 


* “Form and Contents of Published Financial 
Statements,” p. 23. 
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WHAT iS A RESERVE? — Continued 

It is unfortunate that such terms as 
“requirements,” “commitments” and 
“contingencies” are not defined. “Re- 
quirement” is a fairly appropriate word 
to use in connection with Provisions; 
but why should the Recommendation 
include specific requirements capable 
of close estimation, but by implication 
exclude “requirements” when accurate 
estimate is not possible? In any event, 
why this distinction between cases 
where close estimate is possible, and 
where it is not? If circumstances call 
for a provision, surely the best possible 
estimate must always be made. 

The term “commitment” requires 
further analysis. If it means “liability” 
it is well suited to describe a provision; 
but if it also means, say, obligation or 
intention to do something involving ex- 
penditure, or to discharge an existing 
liability, then surely we make a reserve 
rather than a provision. 

These comments are offered, not in 
any hyper-critical spirit, but to indicate 


genuine difficulties in understanding the 


Recommendation. I believe that it is 
possible to define Reserve and Provision 
in quite simple language. Taking Pro- 
vision first, the following is suggested: 

“Provisions are credit balances which 
record: 

(a) Liabilities not otherwise dealt 
with in the accounts; or 

(b) Losses not otherwise dealt 
with in the accounts; or 

(c) The extent to which some 
types of capital expenditure 
have since been charged to 
revenue.” 

All that is claimed for this definition 
is that it reflects current practice. Ex- 
amples covered by (a) would be Pro- 
visions for Taxation and Proposed 
Dividends; by (b), Provision for 
Doubtful Debts. The significance in 
(b) of “not otherwise dealt with in the 
accounts” is that Stock losses or de- 
terioration, for instance, are usually 
taken care of by allowing them to affect 
the valuation of Closing Stock, rather 
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than through a provision. Paragraph 
(c) covers, of course, depreciation and 
the like. 

To define Reserve, I offer the follow- 
ing: 

“Reserves are credit balances which 
together record the sum of past 
profits or other surpluses, less such 
amounts as have been applied 
against losses, credited to book 
values of assets, or distributed.” 

It may be objected that this defini- 
tion is purely formal and fails to convey 
the full “flavour” of the concept of Re 
serve. Nothing is said, for instance, of 
the purposes for which reserves are set 
up or of the effects of their existence. 
The definition does not really tell us 
what a Reserve is, but merely states 
what is done or not done. 

However, this is all that any defini- 
tion, as such, can or should do. A de- 
finition defines—literally, “limits”—a 
field of discussion, in order to provide 
a basis for further elucidation. We 
start with the definition and then work 
out the implications. Thus, a triangle 
may be defined as a plane figure bound- 
ed by three straight lines. 

This definition is purely ‘“opera- 
tional’; it tells us how to construct a 
triangle. It conveys no hint of the fact 
that the sum of the three angles is equal 
to two right angles. Yet this and many 
other facts may be deduced from the 
definition—in fact, are implied in it. 

So it is with the above definition, 
which tells us, roughly, that reserves 
represent retained profits. It follows, 
on reflection, that a business with 4 
reserve has more funds employed than 
an otherwise similar business without 
a reserve; that the accumulation of a 
reserve is one method of accumulating 
cash (or at least of making the accumu- 
lation of cash possible) in order to dis- 
charge a particular liability or to re 
place a fixed asset; and so on. 

On the other hand, this definition 
helps to forestall certain fallacies. For 
example, by stating that reserves are 
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WHAT 1S A RESERVE? — Continued 


merely credit balances it avoids giving 
the impression that a Reserve is a 
“thing.” If one is not careful, it is 
easy to speak of reserves as something 
tangible that can be “dealt with” or 
even disposed of. Thus, the following 
apparent slip appears in an otherwise 
excellent text book: 

“The directors may by resolution use 
such reserves for many purposes: 
(e) To provide additional funds 

for carrying on the business.” 
Here one may ask: What journal 
entries would give effect to such a 
resolution ?* 

The fact is that all the benefits which 
a business can derive from a reserve 
have already been furnished before the 
reserve is created. Setting up a reserve 
is purely a negative act—an act of 
retention, of refusal to pay out funds. 
It is not even necessary to set up the 
reserve at all, but only to refrain from 
appropriating for dividend all that is 
available. This applies to specific as 
well as to general reserves. The re- 
tained funds are still there, whether 
described as General Reserve, Assets 
Replacement Reserve, Debenture Re- 
demption Reserve or merely Unappro- 
priated Profits. The name we give does 
nothing more than indicate, or fail to 
indicate, our motives for withholding 
the surplus or our present intentions 
regarding future disposal of the funds 
involved. 

For instance, a Dividend Equalisa- 
tion Reserve announces that the direc- 
tors are prepared to draw so far, but 
no farther, on accumulated funds for 
the given purpose. The absence of this 
ittm from the balance sheet is merely 
a failure to disclose what the directors 
intend to do in the matter of equalising 
dividends. 





‘ Of course, it is possible that the author (though 
speaking at the time of general reserves) had 
in mind a “reserve fund’ invested specially, in 
which case the investment could be realised. 
Even so, this would not take the reserve off the 

ks or affect shareholders’ funds, 
Profit or loss on realisation occurred. 


unless a 
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This concept of disclosure of inten- 
tions gives, I submit, the key for under- 
standing the significance of the various 
reserves that a business may create. 
Even though several items bear the 
name, all reserves may be regarded as 
one. A so-called Capital Reserve gives 
notice that the amount represented is 
not legally available for dividend; or at 
any rate is not intended to be distribu- 
ted in cash form. A Specific Reserve 
declares that the amount is held for a 
special purpose; a General Reserve, 
that it is not. 

Any reserve, then, is no more than a 
record that assets which might have 
been parted with have been retained. 
To regard it as an entity in itself is 
dangerous to clear thinking. Even a 
“Reserve Fund,” which implies the 
possession of “readily realisable and 
earmarked assets” remains as a book 
balance after such assets are disposed 
of; presumably it is then merged with 
General Reserve. 

The conversion of the assets into 
cash, or some form which is not readily 
realisable, does not cause it to dis- 
appear. 

This leads to my final comment. From 
the operational viewpoint, it is neces- 
sary to know not only where reserves 
come from, but also where they go. The 
definition I have offered implies that 
reserves balances are reduced in three 
general ways—losses, writings down 
and distributions. However, the second 
might well be considered as a variant of 
the first, for when assets are written 
down a loss, though not usually a re- 
venue loss, is involved.* The term 
“distributions” is intended to cover 
bonus issues and the use of reserve 


— Concluded Overieat 





* Indeed, some authorities, particularly in U.S.A.., 
go so far as to hold that when assets are written 
down the Profit and Loss Account should bear 
the charge. The American Accounting Associa- 
tion has recommended that: “‘The income state- 
ment for any given period should....show....cost 
amortisation not ordinarily associated with the 
operations of the current period.” (Quoted by 
R. A. Foulke, ‘Practical Financial Statement 
Analvysis,"" 2nd Edn., p. 583). 
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SUPERANNUATION AND PENSION 
SCHEMES 


By L. B. WRIGHT, A.L.C.A. 


URING the last decade there has 

been a great increase in the num- 
ber of schemes and funds that provide 
this particular form of staff welfare. 
A common indication of this increase 
is given by the number of times these 
benefits have been offered as an attrac- 
tion to applicants by employers seeking 
staff. 

Prior to the last war staff provident 
funds were not unknown, but those in 
operation were mostly confined to com- 
mercial houses and the public services. 
Industrial concerns, with few excep- 
tions, had not actively considered the 
provision of death benefits and retiring 
allowances for employees or the depend- 
ants of employees. 

During the early years of the war a 
great change was noticeable, and the 
reasons for this were several. In in- 


dustry trade was buoyant and profits 
were good. However, taxation was on 
the increase and consequently much of 
the profit found its way to the Govern- 


ment coffers. Staff difficulties were 
being encountered, and the task of 
obtaining and keeping staffs was a real 
problem... As work was plentiful and, 


for those that could produce, profits 
were assured a competition for the ser- 
vice of workers, particularly in the 
manual trades, sprang up and employ- 
ers cast about in all directions for 
methods of attracting and retaining 
staffs. 

The simplest form of attraction was 
the payment of extra money, either in 
the form of bonuses or as a margin 
over award rates. Many adopted this 
form for its simplicity and also because 
many employees preferred this to any 
other type of additional award. How- 
ever, other employers took a longer view 
and sought for something that would be 
of more consequence in the retention of 
staffs than straight out cash payments. 
This was noticeably so in the more 
stable industries that could be expected 
to survive wartime and post-war boom 
conditions. To these seekers subsidised 
staff superannuation and/or pension 
schemes offered a satisfactory solution. 

It was realised that the inauguration 
and subsequent administration of these 
plans entailed far more work to the 
employers than the cash payment idea, 
but it was, nevertheless, felt that the 
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WHAT IS A RESERVE 7 — Concluded 
balances to cancel uncalled capital, as 
well as cash dividends. 

It may be said, then, that reserves 
are reduced only by losses or distribu- 
tions. Thus, when the purpose for 
which a specific reserve was accumula- 
ted is accomplished, the reserve changes 
its character to that of a general re- 
serve,+ and this must be recognised by 
a transfer of the balance. 

To sum up: Reserves are nothing 
more than records which show the net 





+ Unless the law requires otherwise — cf. the pro- 
cedure necessary under the N.S.W. Companies 
Act im the case of Redeemed Preference Shares. 
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effects of certain events in the history 
of the concern and may disclose some 
of the management’s intentions for the 
future. They are fed only by profits 
(whether revenue or “capital”) and 
diminished only by losses or distribu- 
tions. They are unaffected by changes 
in the composition of assets or liabili- 
ties, except in so far as the latter 
involve profits or losses. They cannot 
“meet” liabilities, contingencies or com- 
mitments; they merely indicate how 
far the business is already prepaied to 
deal with such eventualities. 
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SUPERANNUATION & PENSION SCHEMES — 
Continued 


stability of staffs that would result 
from the introduction of such plans 
would more than compensate for any 
disadvantages. 

It was also realised that skilled 
outside assistance was readily available 
to mitigate the problems associated 
with the commencement and continu- 
ance of a staff scheme. 

A condition precedent to the starting 
of any plan is the assurance of the em- 
ployees that they will join, and in this 
regard a very mixed feeling exists. 
Several factors are responsible for 
this, and foremost is the question of 
contributions by the employees them- 
selves. Not all decide that the benefit 
to their dependants of a capital pay- 
ment should death occur during their 
working lifetime, or a provision for 
themselves during their retiring years, 
is a measure of security worth some 
sacrifice on their part. Then again, the 
offer of a subsidy by employers has a 
powerful influence on employees’ de- 
cisions. 

Another factor that enters largely 
into the individual’s consideration as 
to whether or not he should join a provi- 
dent scheme is the continued retention 
of the means test for old age pensions. 
It is frequently contended that a person 
might deny himself during his working 
years to provide a measure of comfort 
for his old age, and then, despite his 
thrift, be little or no better off than a 
non-thrifty fellow-worker who would 
not undergo reduction of his old age 
pension by virtue of the fact that he 
was not receiving income from a pen- 
sion scheme to which he had contribu- 
ted. This reasoning undoubtedly de- 
cides many against joining a pension 
or lump sum payment plan. 

The main object of a staff superannu- 
ation plan is to provide 

(a) a benefit for the employee’s de- 

pendants should he die during 
his service with the employer, 
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or 

(b) a benefit for the employee that 
will enable him to enjoy security 
and a measure of comfort when 
his capacity to earn a living has 
gone, or 

(c) both of the above. 

It must be determined in relation to 
benefit (b) whether it is to be provided 
as a lump sum payable on retirement 
or alternatively in the form of a pension 
payable during retirement. 

Once the foregoing broad issues have 
been determined then many matters of 
detail arise therefrom which require 
careful consideration. Some of the 
foremost of these are:— 

(1) the value or amount of the bene- 
fits to be provided. Closely linked 
with this is the question of the 
cost to both the employee and 
the employer of providing these 
benefits. The question of cost 
will probably necessitate outside 
aid as, excluding Governments 
and those whose business it is to 
underwrite superannuation 
schemes, very few employers 
would have the facilities for de- 
termining the expense of cover- 
ing the risks involved. 

The question of which members 
of the staff are to participate 
and whether special provision is 
to be made for employees with 
past service, particularly in re- 
gard to those who are nearing 
retirement. The age at which 
retirement would take place 
should also be settled. Sixty or 
sixty-five years of age is the 
usual for male employees and 
female employees usually retire 
at age fifty, or fifty-five. 

The way in which the scheme 
shall be administered. This is 
an important matter and needs 
particularly careful considera- 
tion for two important reasons. 
Firstly, the reaction of the em- 
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THE SIXTH INTERNATIONAL CONGRESS ON ACCOUNTING 


(A Review and Account of Proceedings) 


IRST copies of the proceedings of 

the Sixth International Congress 
have now arrived in Australia. The 
book* contains the whole of the papers 
prepared for the Congress, the rap- 
porteurs’ summaries of papers, a full 
report of the discussion on each paper, 
a verbatim report of the special ser- 
vices held in Westminster Abbey and 
Westminster Cathedral, the President’s 
opening and closing addresses, and the 
banquet at the Guildhall. It also gives 
a short report of each of the other 
social functions, including the visits to 
Scotland and Ireland by groups of dele- 
gates and visitors which followed im- 
mediately after the Congress concluded, 
and lists of the Congress sponsors, of- 
ficers, members of Council and commit- 
tees, accountancy organisations repre- 
sented, and overseas delegates and 
visitors. 

In a short foreword the president, 
Sir Harold Howitt, and the vice-presi- 
dent, Mr. C. Percy Barrowcliff, express 
the belief that the book will remind 
those who attended of happy times, and 
the hope that all who read it, whether 
or not they attended the Congress, will 
regard it as “a contribution towards 
right thinking on some of the most im- 
portant financial and economic prob- 
lems of our day and generation’’. 

The organization of the Congress, 
both on the social side and on the 





*London, 1952; pp. 
(Sterling). 


xxii+ 718; price £2/2/- 


educational side, was a magnificent 
achievement by the sponsoring bodies 
and the officers. The sponsors were 
The Institute of Chartered Accountants 
of Scotland, The Institute of Chartered 
Accountants in England and Wales, 
The Society of Incorporated Account- 
ants and Auditors, The Institute of 
Chartered Accountants in Ireland, The 
Association of Certified and Corporate 
Accountants, The Institute of Muni- 
cipal Treasurers and Accountants, and 
The Institute of Cost and Works 
Accountants. The principal officers 
were: — 

President: Sir Harold Gibson Howitt 

Vice-President: Mr. C. Percy Bar- 

rowcliff 
Chairman of Council: Mr. H. Garton 
Ash 

Vice-Chairman of Council: Mr. A. 
Stuart Allen 

Secretary: Mr. Alan S. Maclver 

Chief Executive Officer: Brigadier 
S. O. Jones 

Honorary Public Relations Officer: 
Mr. Derek du Pré. 

In addition to the Council there were 
five committees—Finance and General 
Purposes (Sir Harold Howitt, Chair- 
man); Paper and Publications Com- 
mittee (Mr. Bertram Nelson, Chair- 
man) ; Entertainments Committee (Mr. 
J. C. Latham, Chairman); Golf Com- 
mittee (Mr. D. V. House, Chairman); 
and Ladies Committee (Lady Howitt, 
Chairman). 





SUPERANNUATION & PENSION SCHEMES — Concluded 


ployees to an invitation to join 
the scheme will be greatly influ- 
enced by the manner in which it 
is proposed to control it. The 
response desired may not be 
forthcoming if the members 
feel they have no representation 
in the management of the fund. 


Secondly, care must be taken to 
see that the requirements of the 
Income Tax Assessment Act are 
met so that the employer will 
be able to receive the taxation 
concessions available for con- 
tributions to a properly constitu- 
ted fund. 


The Australian Accountant, May, !955 
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SIXTH INTERNATIONAL CONGRESS — Continued 


Invitations to the Congress were ac- 
cepted by 103 societies from 35 differ- 
ent countries, and 490 delegates and 
visitors from abroad (including 24 
from Australia and 26 from New Zea- 
land) attended. In addition, 1,009 
members of the sponsoring bodies at- 
tended. 

The Congress began on Monday, 16th 
June, 1952, with special services at West- 
minster Abbey and Westminster Cathe- 
dral in the morning and the opening by 
the President in the afternoon: several 
luncheon parties were given on this 
day by the sponsoring bodies, and in 
the evening a Reception was held at 
the Royal Festival Hall. 

There were also several unofficial 
functions, including a dinner for over- 
seas delegates given by the Council of 
the Society of Incorporated Account- 
ants and Auditors in the Society’s 
Hall. 


The service at Westminster Abbey 
was attended by more than 1,000 mem- 
bers of the Congress, many of whom 
were accompanied by their ladies. The 
peaceful beauty of the service, in its 
solemn and historic setting, and the 
eloquent appeal of the Dean of West- 
minster for a non-materialistic philo- 
sophy of life and for mutual trust and 
confidence made a deep and lasting im- 
pression on all who were present. The 
President’s opening address set a very 
high standard: those who met Sir 
Harold during his visit to Australia 
and New Zealand two or three years 
ago will not need to be told that he is 
aman of great charm, ease and dignity 
of manner, with a penetrating apprecia- 
tion of the problems of the profession, 
and that he carried out the many duties 
which fell to his lot during the week in 
such a way as to compel universal ad- 
miration and respect. 

The reception in the evening gave 
most of the visitors their first sight of 
the Royal Festival Hall: its ultra- 
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modernistic style of architecture was to 
many of us at first sight almost start- 
ling, but we soon realised that it was an 
exceptionally suitable building for the 
Congress purposes. It was certainly a 
great setting for the reception, which, 
though there were more than 1,800 
present, went with a swing from start 
to finish. Guests were received by the 
president and Lady Howitt and the vice- 
president and Mrs. Barrowcliff, and on 
this occasion as on many other oc- 
casions during the week, Mr. Barrow- 
cliff proved himself a charming host 
and an able lieutenant to the president. 


The luncheon and dinner parties 
were most enjoyable. Even at this 
early stage in the Congress they were 
the occasion for the making or renew- 
ing of friendships, and they gave some 
of us the opportunity of seeing for the 
first time the homes of the Institute of 
Chartered Accountants in England and 
Wales and the Society of Incorporated 
Accountants and Auditors—surely the 
most beautiful building of its kind in 
the world. They demonstrated con- 
clusively one fact: the British host, in 
his care for the comfort and enjoyment 
of his visitors, in his friendly and 
warm hospitality, has no superior and 
few equals. 

On Tuesday morning, the Congress 
got down to work in earnest. Business 
sessions were held in the morning and 
afternon, and were followed by two 
more sessions on Wednesday and one on 
Friday. On Tuesday afternon there 
was a Dress show for the ladies, and on 
Tuesday night and Wednesday night 
very enjoyable parties sampled the de- 
lights of London theatres. 


The highlight of the social side of the 
Congress was the banquet at the Guild- 
hall on Wednesday night. This was a 
truly magnificent function: more than 
500 members and guests enjoyed a 
menu which must have strained the 
food resources of the U.K., a feast of 
oratory, and a delightful musical pro- 
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SIXTH INTERNATIONAL CONGRESS — Continued 


gramme by the Royal Artillery Orches- 
tra. 

The day was the anniversary of the 
Battle of Waterloo: as a French dele- 
gate pointed out, it was also the anni- 
versary of the date on which, in 1940, a 
small group of Free French rejoined 
the British in battle. Facing the 
speakers’ table was the statue of Wel- 
lington. The Guildhall is in the very 
centre of the commercial life of Britain, 
to the accountants of which, as Mr. J. 
William Hope, the President of the 
American Institute of Accountants 
said, the accounting profession through- 
out the world owes so much. On this 
day and in these circumstances, the 
words of the Lord Mayor of London, 
Sir Leslie Boyce, found a ready echo 
when he said :— 


“What more fitting place could you 
find for your banquet than in our an- 
cient, historical, battle-scarred and 
beloved Guildhall?” 

Of the speeches there can be no 
higher praise that that they were 
worthy of the place, the day, and the 
occasion. 


After the loyal toasts, the principal 
toasts were the Rt. Hon. the Lord 
Mayor and the Corporation of London, 
proposed by the chairman of the coun- 
cil and responded to by Sir Leslie 
Boyce, the Australian-born Lord 
Mayor; The Accountancy Profession, 
proposed by the Rt. Hon. the Lord 
Radcliffe and responded to by the Pre- 
sident end Mr. J. William Hope, Presi- 
dent of the American Institute of Ac- 
countants; and The Guests, proposed 
by the Vice-President and responded to 
by His Grace the Lord Archbishop of 
Canterbury. 

The Lord Radcliffe’s speech was a 
masterpiece of delicious and gentle 
satire, which almost, but not quite, con- 
cealed the underlying tribute which he 
paid to the skill, assiduity and impar- 
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tiality of the accountancy profession. 
His Grace the Archbishop’s speech, 
filled with delightful humour, gently 
made the point that “things, whether 
they be figures or anything else, are 
not ultimates” and that the problem of 
human relations, the only real problem 
in this world, “can never be solved 
apart from a true solution of the rela- 
tion between man and God”. 


The Lord Mayor, recovering from his 
recent illness, gracefully welcomed the 
Congress to the City of London and 
the speeches of the representatives of 
the profession, Mr. H. Garton Ash, Sir 
Harold Howitt, Mr. J. William Hope, 
Mr. C. Percy Barrowcliff, Mr. L. Van 
Essen, and M. Max André, were of such 
high quality as to reflect great honour 
on the profession. 

The whole of Thursday, 19th June, 
was given over to visits of parties of 
delegates and visitors to Windsor, Ox- 
ford, Cambridge, the Port of London 
and to places of interest in London, 
and to a golf competition. In the 
evening, a Government Reception for 
delegates and their ladies was held in 
the delightful surroundings of the Tate 
Gallery. 


After the close of the last business 
session on Friday, the president for- 
mally closed the Congress in a grace 
ful and happy speech, during which he 
paid a well-deserved tribute to the ex- 
ecutive officers, Mr. MaclIver and 
Brigadier Jones, and to other members 
of the staff who had worked so hard and 
so successfully throughout a very busy 
week. He finished on a note of high 
endeavour and with a sense of achieve 
ment justified by the week’s work. 

“It is not only a privilege but a re 
sponsibility to be members of a call- 
ing which is now universally regarded 

as a profession with all that this im- 

plies. It implies integrity, ability, hard 

work and a very special regard for 
the interests of one’s clients and of 
the public at large, whether we work 
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SIXTH INTERNATIONAL CONGRESS — Continued 


in the professional field or in a gov- 
ernmental or commercial career. It 
requires tact and firmness in dealing 
with the strains imposed, by inflation 
or high taxation, on the business 
ability and even on the commercial 
morality of normally honest people. 
It is easy to say these things and 
they represent qualities required by 
many people other than ourselves. 
It is, however, one of the main pur- 
poses of professional Congresses to 
keep such ideals alive and bright. 
Another and equally important pur- 
pose is to foster and to improve inter- 
national relationship. So I hope and 
believe that we have succeeded in 
both objectives.” 


On Friday evening all overseas mem- 
bers of the Congress and their ladies, 
together with officials and chairmen of 
committees were entertained at a very 
enjoyable cocktail party at Grosvenor 
House, given by Mr. Ronald Staples, 
editor-in-chief of The Accountant, and 
Mr. Derek du Pré, the editor. 

The week’s social activities ended 
most happily with a ball at the Savoy 
Hotel, at which more than 1,700 were 
present. 

In the week following the Congress, 
parties of overseas visitors thoroughly 
enjoyed visits to Scotland, at the joint 
invitation of the Institute of Chartered 
Accountants of Scotland and the Scot- 
tish branches of the other sponsoring 
bodies, and to Ireland, at the joint in- 
vitation of the Institute of Chartered 
Accountants in Ireland and the Irish 
branches of other sponsoring bodies. 
Those who were able to participate in 
these visits were enthusiastic in their 
praise of the arrangements which were 
made for their enjoyment and in their 
appreciation of the opportunity to 
spend such a happy week in such con- 
genial company. 

These notes began as a review of the 
Proceedings of the Congress: they have 
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developed rather into personal re- 
miniscences of the Congress itself, thus 
justifying the belief of the President 
and the Vice-President that the pub- 
lication of the book would remind par- 
ticipants of happy times. 

It is time that something was said of 
the business sessions, of the way in 
which they were conducted, and of the 
contents of the various papers. First, 
a word about the procedure adopted 
for the presentation of the papers and 
for the discussions thereon. 

In any congress of this kind, at which 
technical papers are to be presented 
and considered, an initial dilemma 
arises. Are the papers to be read in 
full by those who have prepared them, 
thus limiting the opportunity for dis- 
cussion and making most of those pre- 
sent merely passive participants in the 
Congress; or are they to be printed 
and circulated in advance and a spoken 
summary only delivered to the Con- 
gress, thus involving the risk that the 
full contents of the papers may 
be neither read nor heard by the great 
majority of those attending? The 
problem was accentuated in this in- 
stance by the international nature of 
the Congress, involving language dif- 
ficulties as well as the desirability for 
writers and speakers to be drawn from 
as many countries as possible. 

The language difficulty was in itself 
an obstacle to the free interchange of 
ideas, but there was probably no prac- 
tical alternative to the decision to use 
English only. 

For each of the five topics discussed, 
one or two main papers were prepared 
by the introducers of the subject and 
from 4 to 7 shorter papers by other 
contributors. All the papers were 
printed and distributed shortly before 
the Congress began. At each session 
a rapporteur was allotted ten minutes 
in which to summarise the prepared 
papers, and pre-arranged speakers 
gave five-minute comments: the num- 
ber of speakers ranged from 10 im the 
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SIXTH INTERNATIONAL CONGRESS — Continued 
session on Accounting Requirements 
for Issues of Capital to 33 in the ses- 
sion on The Incidence of Taxation 
(which was a double session taking up 
the whole of one morning and extend- 
ing well into the afternoon). At the 
end of each session the introducer or 
introducers summed-up the discussion. 


The method worked well on the 
whole, but with some minor defects. 
The time allotted to rapporteurs was 
clearly inadequate, and indeed most of 
them took much longer than 10 min- 
utes. There was surprisingly little un- 
evenness in the papers, though, of 
course, papers by contributors other 
than the introducers, were much 
shorter and much less complete than 
the main papers. Nor was there as 
much irrelevancy in the comments by 
speakers as might have been expected, 
though unevenness in quality was much 
more noticeable here than in the 
papers. One great merit of the pro- 
cedure was that more than 100 speakers 
actually took part in the discussions, an 
average of 20 for each topic, and this 
naturally gave a very wide cover of dif- 
fering points of view. 


The major paper on Fluctuating 
Price Levels in Relation to Accounts 
was prepared by Mr. C. Percy Barrow- 
cliff, the Vice-President of the Con- 
gress. It was a brilliant review of the 
most serious problem in modern ac- 
counting, concluding with a plea for 
the adoption of the principle of replace- 
ment cost for depreciation and inven- 
tory valuation and retention of the 
basis of original cost for balance-sheet 
purposes. Other papers on this topic 
included descriptions of methods of 
dealing with the problem which are 
being used in Continental countries 
and a thoughtful and finely-reasoned 
survey by Professor Willard J. Graham, 
of U.S.A. Another American paper 
by Mr. Edward B. Wilcox defended the 
use of original cost in the main account- 
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ing statements, whilst offering no ob- 
jection to the use of supplementary 
statements. 


As was to be expected, the discussion 
on this topic was very lively, and the 
one clear conclusion emerged that there 
is as yet no consensus that traditional 
methods of accounting should be aban- 
doned. The papers and other contri- 
butions to the discussion have provided 
a survey of the problem and of diverse 
viewpoints, which will be of enormous 
value as a basis for the further re- 
searches into the question which are 
certain to go on in the immediate 
future. 


The introducer for the second ses- 
sion on Accounting Requirements for 
Issues of Capital was Mr. Ian W. 
MacDonald, of the Institute of Char- 
tered Accountants of Scotland, who 
ably dealt with a wide subject in a 
paper which raised a surprising num- 
ber of important and debateable issues. 
Minor papers on this topic commented 
on special features of accounting re- 
quirements in New Zealand, Switzer- 
land, France and Canada. 


One striking feature that emerged 
from the papers was the more exacting 
nature of the requirements of company 
law in English-speaking countries 
than on the Continent. It was perhaps 
unfortunate that there was no paper on 
this subject from U.S.A. The discus- 
sion was shorter and much less active 
than on most of the other papers. 


For the third session, on The Ac- 
countant in Industry, two major papers 
were presented, one by Mr. F. R. M. 
de Paula, and one by Mr. W. S. Risk. 
Taken together, these papers consti- 
tuted a most valuable survey of the 
functions of the accountant in provid- 
ing aid to business management. Other 
papers dealt with aspects peculiar to 
Australia, Denmark, Canada, France, 
and U.S.A. The discussion was keen 
and particularly interesting on the 


The Australian Accountant, May, !955 





ea er on Tt @ tt’ S* O° aS * 


w 


SIXTH INTERNATIONAL CONGRESS — Continued 
question of the kind of training and 
education that is necessary for account- 
ing in industry. 

The topic for the fourth session was 
The Accountant in Practice and in Pub- 
lic Service, a rather odd combination. 
The major papers were by Mr. A. H. 
Marshall, who dealt with the account- 
ant in the public service in the United 
Kingdom, and Mr. G. F. Saunders, who 
dealt mainly with the accountant in 
practice. Other papers included one 
by Mr. T. Coleman Andrews, of U.S.A., 
which contained a valuable short sur- 
vey of the development of the profes- 
sion in that country, and shorter papers 
by delegates from Portugal, South 
Africa, Canada, Sweden, and Bolivia. 
There was again an active discussion, 
during which particular attention was 
paid to the relationship between the ac- 
countant in practice and the account- 
ant in industry. 

For the final session, on The Inci- 
dence of Taxation, there were again 
two introducers, Mr. G. B. Burr, of the 
United Kingdom, and Mr. T. J. Green, 
of U.S.A., who each dealt comprehen- 
sively and dispassionately with taxa- 
tion in their own countries. Other 
papers dealt with the situation in New 


Zealand, Australia, India, Norway, and 
Finland. Some of the minor papers 
and some of the speakers in this sub- 
ject seemed rather to deal with the level 
of taxation than its incidence, and to 
amount to little more than a sustained 
complaint that taxes were so high, 
without any constructive suggestions as 
to how they could be reduced or any 
scientific investigation of their relation- 
ship to national income. Unfortunately 
this defect was particularly noticeable 
in the Australian paper, which was 
marred also by hackneyed jibes against 
economists and public servants, and 
by the conclusion, reached apparently 
without any attempt to compare the 
level of taxation in Australia with that 
of other countries, that Australia is a 
bad country in which to invest. 

However, many of the contributions 
to the discussion were particularly in- 
teresting. 

Enough has been said to show that 
the Sixth International Congress made 
at least as great and as lasting contri- 
bution to accounting progress as any 
of its predecessors. It remains only to 
add that the printing, binding, and gen- 
eral format of the Proceedings are of 
high quality and appropriate to the 
contents. A.A.F. 





FINE POINTS OF COMMERCIAL LAW—Continued from Page 88 


CONTRACT FOR NON- 
EXISTENT COMPANY 


E have all heard something of the 

difficulties met in making con- 
tracts on behalf of a company about to 
be formed and of the elaborate drill of 
trustees and so forth, necessary be- 
tause a non-existent person cannot 
have an agent. 

This is illustrated by the case of 
Newborne v. Sensolid Ltd. (1952) 2 
T.L.R. 763. 

Plaintiff was engaged in forming a 
private company to carry on the busi- 
hess of produce brokers. 
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On March 14, in the name of Leopold 
Newborne (London) Ltd. he sold to 
defendants 700 cases of Italian hams. 
On April 14, the company was regis- 
tered. Apparently the price of hams 
went down, for he had to sue the de- 
fendant for breach of contract. 

The defence having been taken that 
the contract was void, plaintiff argued 
that he was entitled to treat it as hav- 
ing been made with himself. 

But the Court would not have it. He 
had purported to contract as a com- 
pany, not as a private person. There 
was no such company, and therefore 
there was no contract. The action failed. 
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FELLOWSHIP IN MANAGEMENT 
ACCOUNTANCY 


In September, 1951, the Institute of 
Cost and Works Accountants announced 
its intention to establish a Fellowship in 
Management Accountancy. Details are 
now available. 


The Fellowship is open to Associates 
of the Institute of Cost and Works 
Accountants and to members of 
the Institute of Chartered Accoun- 
tants of Scotland, the Institute of 
Chartered Accountants in England and 
Wales, the Society of Incorporated Ac- 
countants and Auditors, the Institute of 
Chartered Accountants in Ireland, the 
Association of Certified and Corporate 
Accountants, the Institute of Municipal 
Treasurers and Accountants, and cer- 
tain overseas bodies of accountants. 


The first qualifying examination will 
be held on December 7, 8 and 9, 1953. 
Thereafter the examination will be held 


during the second week in June in each 


year. Before being allowed to sit for 
the examination a candidate must be at 
least twenty-five years of age, be an 
associate of the Institute or a member 
of one of the accountancy bodies 
enumerated above, and have had not 
less than three years’ practical experi- 
ence of cost accountancy. 


In order to receive the Institute Fel- 
lowship, a candidate must possess the 
certificate of the examination, be at 
least twenty-six years of age, have had 
not less than five years’ experience 
either in a responsible position in man- 
agement accountancy or as a practising 
consultant, and be engaged, at the time 
of application, in a responsible position 
in management accountancy, or be a 
practising accountant. 

These are the minimum requirements 
of age and experience, and it will be 
exceptional for anyone under the age of 
thirty years to obtain a Fellowship; in 
most instances the ages of those quali- 
fying are likely to be higher. 
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Subjects of the examination will be: 
Management—Factory and Distribu- 
tion (2 hours). 
Statistical Method (2 hours). 
Advanced Cost Accountancy (3 
papers of 2 hours each). 
Company Law (2 hours). 
Management Accountancy (3 hours), 
Economic Aspects of Industry and 
Commerce (2 hours). 


Exemptions in certain subjects will 
be granted to members of the accoun- 
tancy bodies mentioned, according to 
the Syllabus of their own qualifying ex- 
amination. Details of the subjects of 
the examination are given in a booklet 
issued by the Institute in December, 
1952, and in the Cost Accountant, Janu- 
ary, 1953. 


Announcing the issue of this booklet, 
the President of the Institute, Mr. §. 
C. Tyrrell, F.C.W.A., F.1.1.A., said: 

“At a time such as this, when the 
economic life of the country is at stake, 
we all look to Industry for salvation. 
Today we face intense competition from 
foreign countries, particularly from 
Germany and Japan, where labour costs 
are low, whilst large sectors of our 
economy are diverted to re-armament. 
The reduction and control of costs in 
Industry has become vital. The very 
existence of the Nation may ultimately 
depend upon the efficiency of Industry 
and so, in part, upon the work of the 
Industrial Accountant. 


“That is the issue facing Industry in 
a country more than ever at the mercy 
of world economic forces. Probably it 
is with thoughts such as these that 
some sections of the community hither- 
to not so favourably disposed to Ac 
countants now recognise that within 
Industry they are among the most éf- 
fective helpers in the battle for our 
country’s survival. 
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FELLOWSHIP IN MANAGEMENT ACCOUNTANCY 
— Continued 


“This brings me to the particular con- 
tribution which is being made by the 
Institute — of which I have the honour 
to be this year’s President — through 
the establishment of our Fellowship, 
which is explained in the booklet just 
published, copies of which you have re- 
ceived today. 

“An increasing awareness of the 
National need which had arisen decided 
the Council of the Institute of Cost and 
Works Accountants that the Fellow- 
ship of the Institute should be reserved 
for industrial accountants who were 
qualified by knowledge and experience 
to fulfil all the duties, and undertake all 
the responsibilities of their profession 
within Industry. 

“The Annual General Meeting of the 
Institute, which was held in Buxton in 
May of this year, warmly endorsed this 
decision, and arrangements have now 
been made to enable suitably qualified 
candidates to submit to certain exam- 
inations and, if they are successful, to 
give proof of experience and respon- 
sibility in order to satisfy the condi- 
tions of the Fellowship. 

“Associates of the Institute, being 
already qualified by examination as 
Cost Accountants, will be examined in 
Company Law and Management Ac- 
countancy, as these subjects are not 
sufficiently covered in the present exam- 
inations for Associateship. Success in 
these examinations will be followed by 
consideration of the candidate’s experi- 
ence by a Reviewing Board. The mini- 
mum experience which will be accepted 
will be the tenure of a management ac- 
counting appointment for at least five 
years. 

“Qualified Accountants of the Insti- 
tutes of Chartered Accountants of Eng- 
land and Wales, Scotland and Ireland, 
the Society of Incorporated Accoun- 
tants and Auditors, the Association of 
Certified and Corporate Accountants, 
and of the Institute of Municipal 
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Treasurers and Accountants, will be ex- 
amined in the full range of Cost Ac- 
countancy, Works Organisation and 
Management Accountancy and also in 
Economics and Statistics where these 
have not formed part of the examina- 
tions of their own professional quailifi- 
cation. The same exacting rules for 
assessing practical experience will be 
applied to them as to Associates of this 
Institute. 

“The establishment of this post- 
graduate qualification is a significant 
advance in the Accounting world and 
directors and shareholders of companies 
will be particularly interested, as the 
new Fellowship will be the highest 
qualification obtainable for Manage- 
ment Accountancy in all its aspects. No 
substitute for the assessment of the 
character of a man by his prospective 
employer has yet been found, nor is it 
ever likely to be found. 

“Only experience, acumen and a flair 
for the management of men can give 
this ability to assess character, but the 
new qualification will prove of very real 
service, because it will provide directors 
and others with reliable proof of the 
applicant’s knowledge of his job and 
a measure of his practical experience. 
Whilst the final and acid test of suit- 
ability must always remain character 
and personality, the qualification of 
Fellowship of the Institute will un- 
doubtedly save a great deal of prelimi- 
nary investigation and remove many 
doubts. 


“The figures published by public com- 
panies and certified by the external 
auditor are vital to all shareholders and 
investors as representing their only 
means of judging the financial position 
and the investment value of the under- 
taking. They will welcome the know- 
ledge that through the employment of 
men with the Fellowship qualification 
these published accounts are built up 
on a completely integrated system of 
accounts, in which, and through which, 
the directors are able to control the 
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FELLOWSHIP IN MANAGEMENT ACCOUNTANCY 
— Continued 


day-to-day activities of the company. It 
is with this knowledge that the Coun- 
cil is deeply conscious of its responsi- 
bilities in launching this post-graduate 
qualification. 

“Tt will, of course, be some time be- 
fore the number of accountants admit- 
ted to the Fellowship is enough to sup- 
ply the needs of industry. The Fellow- 
ship has been designed to attract the 
best from all fields of accountancy, and 
it is reasonable to expect that industry 
will ensure in the next generation that 
its top ranking accountants are re- 
cruited from those who will possess, in 
addition to their other qualifications, 
the Institute’s Fellowship in Manage- 
ment Accountancy. 

“I confidently look forward to the 
co-operation of the other professional 
accountancy bodies in establishing a 
representative Board of Examiners so 
that the highest standards can be con- 
sistently applied on the financial as well 
as on the costing sides of the examina- 
tions for this Fellowship. 

“The need to reduce costs, to elimi- 
nate waste, and to use manpower to the 
best advantage is uppermost in the 
minds of all thinking men. So vital 
is this need to the continued ex- 
istence of this country as an in- 
dustrial power that the _ step 
which has been taken by the In- 
stitute is of moment not only to indus- 
trialists but to every wage earner in 
the land whose happiness and well- 
being depends on stable employment.” 

From many points of view the estab- 
lishment of the Fellowship as a “post- 
graduate” qualification is an intensely 
interesting development. In the first 
place, it is a convincing demonstration 
of the intense interest which is being 
taken in the United Kingdom in man- 
agement accounting. It shows also that 
the belief is held by the Institute of 
Cost and Works Accountants, if not by 
all accountancy bodies, that specialized 
training is necessary for the manage- 
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ment accountant, superimposed on that 
required for “financial” accounting. The 
wide scope of the subjects of the 
qualifying examination is further eyj- 
dence of this belief. 


Opinions may differ whether, from 
the standpoint of the organization of 
the accountancy profession as a whole, 
it is preferable that the Fellowship 
should be granted by a separate Insti- 
tute specializing in the interests of 
management accountants rather than 
that it should be awarded by one or all 
of the other bodies of accountants. It 
may be questioned by many whether 
the background, training and experi- 
ence required by the management ac- 
counting are so different from those re- 
quired in the higher realms of “finan- 
cial” accounting as to necessitate the 
division of accountancy associations 
into two distinct branches; and it may 
be feared that the temptation to think 
of “financial” accounting as an essen- 
tially different art from management 
accounting is encouraged by this divi- 
sion, with consequent hindrance to that 
most desirable of all accounting de- 
velopments — integrated accounting. 

The Institute has anticipated some 
such question by the comment in its 
booklet— 

“In industry today both the financial 
accountant and the Cost accountant 
tend to be biased in their approaches to 
accounting problems. But by reconcil- 
ing the various aspects of industrial 
accountancy in an overall qualification, 
which gives due consideration to the 
particular character of the basic train- 
ing, the Institute believes that this dis- 
advantage can be overcome.’ 

The establishment of a special quali- 
fying examination for admission to the 
Fellowship will naturally raise ques 
tions as to the conditions in which 
members of other bodies may be raised 
to Fellowship status in those bodies. 
Usually advancement to Fellowship is 
granted on the basis of age and experi- 
ence; no further examination is 1 
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DEVELOPMENT OF METHODS OF PROFIT 
DETERMINATION 


By H. M. BRENT 


From the earliest beginnings the 
developments of accounting have 
always followed and served the needs 
of business. In the early days prior 
to the 16th century business was mainly 
carried on either by sole traders or by 
partnerships or by companies in the 
form of guilds. The sole traders or 
partners were intimately acquainted 
with the affairs of their businesses, and 
any accounting required was merely 
concerned with money spent or received 
for purchases or sales. It was all a 
comparatively simple affair as no 
absentee owners needed accounting 
reports for their information. In the 
case of the guilds even less was re- 
quired, since they were more con- 
cerned with the regulation of trade 
than with actual trading. 

The discovery of new lands and the 
development of overseas trade did not, 
at first, lead to any great advances in 
accounting technique. The system of 
business organisation, and especially of 
ownership, had to be changed in con- 
formity with the different type of 
trading operations. The’ trading 
voyages, which more often than not 
included a good deal of military acti- 
vities, were seldom undertaken by the 
people who financed these ventures. 


As the costs and risks involved were 
often far greater than one merchant 
could carry, capital was usually raised 
by contributions from various people. 
Thus we have a sort of joint-stock com- 
pany which is somewhat similar to our 
modern type of trading company. The 
proprietorship was in the hands of 
persons who were not the least interest- 
ed in the actual trading operations, but 
only in the profits to be gained. 
Although accounting may now be re- 
garded as having assumed a reporting 
character, its problems were still merely 
of a recording or book-keeping nature. 
Normally, the procedure was to raise 
the capital, hire a captain and crew, 
purchase a ship and stock it with 
trading goods. At the end of the 
voyage the exotic goods returned, as 
well as the ship, would be sold, captain 
and crew paid off, and the remainder 
of the proceeds distributed proportion- 
ately among the members of the com- 
pany. Therefore, the accountant still 
had to deal only with purchases sales 
and the distribution of money. 
During the 16th century this well- 
established type of trading underwent 
a radical change, however. The rivalry 
of the European nations in the dis- 
covery of, and claims over, the new 





FELLOWSHIP IN MANAGEMENT ACCOUNTANCY — Concluded 


posed. If a qualifying examination is 
desirable for advancement to Fellowship 
in management accounting, it may well 
be asked whether it is not also desirable 
for advacement to Fellowship in “finan- 
cial” accounting. 

There can be little doubt that there 
would be strong differences of opinion 
on these questions among Australian 
accountants if a similar proposal were 
mooted here. But, whatever views are 
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taken as to the best method by which 
to stimulate interest in management ac- 
counting, and by which to give recogni- 
tion to special training and experience 
in that field, there can be no doubt that 
some scheme is necessary if accounting 
is to fulfil its destiny. Consequently, 
the progress of the Institute’s bold and 
far-sighted plan will be watched in this 
country with keen interest and with 
great goodwill. 
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METHODS OF PROFIT DETERMINATION — Contd. 


colonies soon made the establishment 
of permanent and often fortified settle- 
ments necessary. No longer was it 
convenient or desirable to carry on 
trading on a ship-to-shore basis. The 
new settlements took over the role of 
trading agents, necessitating the build- 
ing of extensive storehouses and keep- 
ing them stocked with trading goods. 
No longer was it possible to sell up 
everything at the end of a venture and 
distribute the proceeds. And no 
longer was it possible to be content 
with a comparatively short-term in- 
vestment of capital. Money now had 
to be paid for fixed or permanent 
assets, and their value as well as that 
of any unsold stocks on hand had to 
be taken into account at any account- 
ing. This development made it 


necessary to have capital contributed 
on a permanent, or at least very long- 
term, basis, and thus we have a type 
of organisation which very closely 


resembles the present day share com- 
pany. 

On the other hand, however, it was 
obviously impossible to ask people to 
contribute money for an indeterminate 
period and wait for a sign of the ex- 
pected profits all the time. Further, 
a member of the company might die, or 
in order to regain his investment, 
might wish to sell his share. Thus, 
two completely new problems were 
placed before the accountant. One was 
to find a way in which the profit earned 
could be calculated from time to time 
and so make possible a periodic distri- 
bution to the shareholders. The other 
was the question of putting a value on 
a share before the enterprise was 
wound up. To both these problems 
the accountants had one answer, which 
was in reality only an adaptation of 
their old methods. When an account- 
ant was required to value a member’s 
share or to calculate the amount of 
profit earned, he merely assumed that 
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at the date of the sale of the share or 
of the proposed distribution of profit 
all assets were sold and they were 
brought into the books at their then 
market value. The sum total of these 
assets at their current market value 
would make it possible to compute the 
net worth of the whole company, and 
consequently that of each member's 
share in it. If it was desired to 
calculate the amount of profit earned 
in a period the same method was used. 
The total value of a business at a given 
time was worked out and compared 
with a similarly computed value at a 
previous accounting. After taking 
into consideration any capital increases 
or decreases the difference shown would 
then represent any profit or loss for the 
period and could be taken as a basis 
for a distribution to shareholders. 

This solution to the problems put to 
accountants seems to have satisfied the 
profession as well as business for an 
amazingly long time. Indeed, it is 
only in very recent times that new 
methods have been developed and 
generally accepted. Even as late as 
the turn of the last century responsible 
and representative accounting opinion 
seems to have been very much in favour 
of this balance-sheet technique. 

Upon closer examination, however, 
several serious shortcomings of this 
method become evident. With the in- 
creasing size of modern business under- 
takings and the great variety of assets 
carried, the constant stocktaking and 
valuation of the latter became more 
and more difficult and indeed impos- 
sible. During times of price fluctua- 
tions such as have followed the great 
wars and during depressions the value 
of a business and the profit earned 
would fluctuate accordingly. And as 
most of the fixed assets were not 
acquired with the intention of resale, 
their market value was of little in- 
terest, anyhow. Also, there was no 
way of showing how or from what 
sources the profit was derived, and in- 
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METHODS OF PROFIT DETERMINATION — Contd. 


come from trading operations was 
hopelessly mixed up with interest on 
investments and other capital accre- 
tions. 


During the first half of this century 
has come a great change in accounting 
thought. Increasing importance is 
now placed on the Profit and Loss 
Account rather than the Balance Sheet. 
A number of factors have brought 
about this change. Some of the more 
important causes include the growing 
complexity of business enterprises, the 
almost complete divorce of manage- 
ment from proprietorship in the 
modern trading company, and the 
demand for more detailed information 
necessitated by keener competition or 
through processes of law such as price 
fixing etc. 


It is hardly an exaggeration to state 
that the whole of accounting philo- 
sophy has undergone a change. No 
longer is profit regarded as the differ- 
ence in value of a business at two dif- 
ferent dates. The modern accounting 
concept of profit is the excess of 
revenue of a period over the costs of 
earning that revenue. New processes 
and methods had to be evolved to give 
effect to these new trends in account- 
ing, the most important being what is 
commonly termed the matching of costs 
with revenue. It has been stated that 
the costs can be divided into three main 
groups: firstly, those which have been 
incurred, used and paid in the period 
under review—no difficulty is experi- 
enced in their treatment; secondly, 
those which have been incurred and 
used during the period but not yet paid 
for—these again do not raise any great 
problems; the main difficulty is experi- 
enced with the third group of costs, 
ie. those which have been paid in 
earlier periods but are used, or at least 
partly so, in earning the revenue of 
the accounting period under review. 
The bulk of this last group comprises 
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the so-called fixed assets, and the proper 
apportionment of their cost over the 
various accounting periods of their 
life has given rise to what is known as 
depreciation accounting. 

It would be hard to say with any 
degree of certainty exactly which 
factor was most important in bring- 
ing about this development. Some of 
them, however, seem to stand out more 
than others. One of these is the 
greater demand of the public for more 
detailed information of the affairs of 
share companies. From the point of 
view of the prospective investor two 
things are most important; one is the 
security of his investment, the other 
its earning capacity. And although 
the security of the investment may to 
a certain extent be gauged from the 
balance sheet, its earning capacity can 
far easier be seen from the profit and 
loss account. Since investors to whom 
security is all important probably put 
their money into the gilt-edged type of 
investment, those taking shares in 
public companies are likely to pay a 
great deal of attention to the dividends 
to be expected. A prospective creditor 
would also be likely to welcome more 
information about a firm and its trad- 
ing activities than a balance sheet can 
give. 

Another cause springs from the 
growing size and complexity of modern 
businesses and particularly the share 
companies. This makes it impossible 
for the management to be as well 
acquainted with details as was the 
owner-trader with the affairs of his 
business in former times. Manage- 
ment, therefore, has to rely on reports 
to obtain the necessary information, 
although second hand, to direct the 
operations of the enterprise. Clearly, 
the balance sheet cannot fulfil these 
requirements at all. It is, so to say, 
a dead document, showing the position 
on a fixed day at the end of a period, 
and it might well be too late then to 
remedy any dangers which might be 
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made evident. The operating state- 
ment, on the other hand, could be 
termed a living document. It shows 
the position during an operating period, 
and particularly when these periods 
are only short, any dangerous trends 
will apoear immediately and measures 
can then be taken in time to rectify 
matters. Thus the operating state- 
ment has become a valuable tool in the 
hands of management, just as it has 
become the main source of information 
for the real owners, the shareholders. 

Another development which helped 
to focus attention on the operating 
statement was the increasing keenness 
of competition. This made it neces- 
sary to sell at the lowest economically 
possible price. Consequently, produc- 
tion and other costs had to be kept as 
low as possible also. The balance 
sheet, obviously, was no help in this at 
all. The operating statement, how- 
ever, showing the various expenses 
clearly in itemised form, enabled 


management to analyse all costs and 


prune them where necessary and pos- 
sible. 

This last aspect is closely related to 
those brought about through processes 
of law. The price-fixing machinery 
brought in during and following wars 
made it necessary for manufacturers 
to prove their manufacturing and other 
costs in order to be granted the prices 
they thought justified. Here again 
the operating statement could supply 


data which could not be obtained from 
the balance sheet. Also during the war 
a system of payment for contract work, 
known commonly as the “cost-plus” 
basis, became popular, or at least ex- 
pedient. This meant, in short, that 
the contractor was paid his proven 
costs plus a certain profit margin. 
Here again it was obviously necessary 
to produce clear and accurate state- 
ments of costs incurred and their 
correct apportionment. Several other 
causes for the ascendance of the 
operating statement over the balance 
sheet could be listed, but those men- 
tioned may be regarded as the most 
obvious and important. 

The short popularity of what was 
termed the balance-sheet audit from 
approximately 1910 to 1929, mainly in 
America, can be regarded as the last 
attempt to retain the balance sheet as 
the dominant accounting statement. 
However, this only served to postpone 
temporarily the shift of emphasis to 
the profit and loss account, and since 
the financial crash of 1929 and the 
ensuing depression this shift has pro- 
ceeded with ever-increasing momen- 
tum. In conclusion, it can be stated 
that the accounting profession as well 
as business management and the gene- 
ral public have accepted the operating 
statement or profit and loss account as 
being of primary importance and have 
relegated the balance sheet to a second- 
ary position. 





LUCKY NUMBERS. 


When a member of the staff of a Toronto firm of chartered account- 
ants was observing a pay-off in a bottling plant in the United States 
and asked the girls for their numbers, they often gave their telephone 


numbers, and some added, 
these discrepancies. 


“What’s yours?” 


No doubt he followed up 


(Lloyd O. Morley in The Canadian Chartered Accountant, December, 1952). 
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CURRENT PROBLEMS DISCUSSED IN 


OVERSEAS 


JOURNALS 


Bringing A. A. FITZGERALD'S Commentaries on Important Articles in Overseas Journals up to late 1952) 


DIRECT COSTING 

Particular interest is being paid in 

U.S.A. at the moment to the develop- 
ment of a system of direct costing, that 
is, a system in which no attempt is 
made to allocate indirect costs to pro- 
ducts. Interesting articles on this 
topic are— 

The Journal of Accountancy— 

April, 1952: Use of Direct Costs for 
Inventory Valuation in Industrial 
Accounting: C. E. Headlee. 

The Cost Accountant— 

May, 1952: Overhead in Perspective: 
H. Kirkham. 

National Association of Cost Account- 
ants’ Bulletins— 

March, 1952: A Conversion to Direct 
Costs: Charles R. Chambers. 

August, 1952: Some Pitfalls of 
Direct Costing: J. A. Alvarez. 
Direct Costing: H. W. Luenstroth. 
The Case for Direct Costing: H. W. 
Luenstroth. 

September, 1952: Group discussion 
(Group leader I. Wayne Keller) 
on the direct cost plan. 

The Illinois Certified Public 
Accountant— 

September, 1952: Direct Costing—a 
New Approach: Edward R. John- 
son and Arthur Weiss. 


MECHANIZED ACCOUNTING 


Interest in mechanized accounting 
generally has been stimulated by the 
development of electronic computing 
machines. Articles on this topic are— 
The Accountant— 
23rd February, 1952: New Respon- 
sibilities of the Profession: J. 
Sandford Smith. 

23rd and 30th August, 1952: Evolu- 
tion of the Accounting Machine: 
R. Roberts. 
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6th, 13th and 20th September, 1952; 
Survey of Re-Installation Factors; 
Calculation and Duplicating 
Machines ; Bookkeeping and 
Punched Card Equipment: R. 
Glendinning. 

15th and 22nd November, 1952: The 
High-Speed Electronic Computer: 
F. Clive de Paula. 


22nd November, 1952: Auditing Pro- 
cedure for Mechanized Accounts: 
H. O. Coulson. 


The Controller— 
July, 1952: Electronics To-day: Paul 

G. Drescher. 
October, 1952: Extract from a Re- 
port on New Recording Means and 
Computing Devices: M. E. Davis. 


The Cost Accountant— 
December, 1952: Electronic Calculat- 
ing Machines in Industry and Com- 
merce: B. B. Swann. 


National Association of Cost Account- 
ants’ Bulletin— 
March, 1952: Sales Accounting by 
Machine Methods: William W. 
Bonner. 


PRODUCTION COSTING AND 
PRICING OF DEFENCE 
CONTRACTS 


Another subject to which particular 
attention is being paid in the United 
States is the costing and pricing of de- 
fence production. The extent of this 
interest is shown by the following 
articles— 

The Journal of Accountancy— 

_ August, 1952: When Standard Costs 
May be Used in Pricing Procure- 
ment Contracts: Howard W. 
Wright. 
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National Association of Cost Account- 
tants’ Bulletins— 

May, 1952: Defence Contract Pric- 
ing: a sub-committee of the Manu- 
facturing Committee of the Cham- 
ber of Commerce of U.S.A. 
Department of Defence Cost Re- 
views: Howard W. Wright. 
Current External Influences on 
Product Costs: Lester M. Elliott. 
Burden in Defence-Commercial 
Production: Roy L. Brittain. 
Some Cost Problems of the De- 
fence Contract Cycle: H. H. Cork. 
Construction Cost Control for 
Defence Facilities: Lawrence D. 
Luey. 

Accounting under Facilities Con- 
tracts: E. H. O’Brien. 

July, 1952: Costs in the Negotiation, 
Pricing, Re-Pricing and Settle- 
ment of Defence Contracts: 
Howard H. Cork. 

July, 1952: Adapting Standard Cost 
to Defence Production: Harry E. 
Howell. 

The Controller— 

April, 1952: The Controller Looks at 
Defence Production: Christian E. 
Jarchow. 


INTERNAL CONTROL 
The rapid development of the in- 
ternal control and audit function in 
modern industry is the subject of the 
following articles— 
The Accountant— 
lst November, 1952: An Internal 
Audit Department—Organisation 
and Administration: J. O. Davies. 
The Journal of Accountancy — 
August, 1952: How a System of Con- 
tinuous Scientific Sampling is 
Used to Control Accuracy in Large- 
scale Invoicing: H. B. Shartle. 
Co-ordination between CPAs and 
the Internal Auditing Department: 
Donald M. Russell. 


November, 1952: Two Costs of Poor 
Internal Controls: Fraud and Un- 
reliable Accounting Information: 
Robert L. Williams. 


The Internal Auditor— 


March, 1952: A Programme for 
Effective Internal Control: Victor 
Z, Brink. 

Writing the Report: Arthur H. 
Kent. 

Internal Auditing—an Aid to Man- 
agement: E. A. Breyman. 
Employee Frauds: Campbell W. 
Leach. 

Internal Auditing of 
Prices: R. E. Noonan. 
Extension of Auditing Procedures 
Applied to Payroll Records: Wil- 
liam C. Kidd. 

Cash and Inventory Controls for 
Retail Grocery Chain: A. A. Venet. 


June, 1952: An Industrial Engineer 
Recommends Internal Auditing: 
W. Y. Hutchinson. 

Evaluating Operating Perform- 
ance and Personnel: A. J. Gregory. 
Records Disposition: Paul G. Pur- 
ington. 

Internal Check and 
Auditing: R. M. Chan. 
Management Reports: Elmer K. 
Higley. 


Selling 


Internal 


Communications 


September, 1952: 
M. B. T. 


and Internal Control: 
Davies. 

What Internal Auditors Should 
Know about Cost Accounting: 
A. E. Bishop. 

Education for a Career in Internal 
Auditing: B. C. Lemke. 
Auditing the Internal Audit De 
partment: Donald T. Barber. 
The Influence of Human Relations 
on our Work as Internal Auditors: 
Fladger F. Tannery. 

Case Studies of Service to Man- 
agement: W. T. Hamilton. 
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PUBLISHED ACCOUNTS AND 
AUDIT REPORTS 
The main articles on this subject 
are— 
The Journal of Accountancy— 

June, 1952: How to Prepare Work- 
ing Papers and Reports Especially 
Suited to Audits of Small Busi- 
ness: Leo Herbert. 

August, 1952: Corporate Annual 
Reports are Difficult, Dull Read- 
ing, Human Interest Value Low 
(a study by research officers of 
the American Institute of Account- 
ants of twenty-six annual reports 
of billion dollar companies) : 
Siroon Pashalian and William J. E. 
Crissy. 

September, 1952: Survey of 56 Long- 
Form Audit Reports Shows Many 
Variations in Content, Coverage: 
Robert E. Walden. 

November, 1952: Banker Says Some 
Audit Reports are Still Not Good 
Enough: Detrimental to Borrower 
and CPA: Arthur L. Nash. 

The Accounting Review— 

April, 1952: Need for Supplementary 
Data in Interpretation of Income 
Report: Norton M. Bedford. 

July, 1952: A Critique of Accounting 
Trends and Techniques, 1951 edi- 
tion (a review and development of 
the 1951 edition of Accounting 
Trends and Techniques in Pub- 
lished Corporate Annual Reports 
written by the Research Depart- 
ment of the American Institute of 
Accountants) : Robert H. Gregory. 

The Controller— 

April, 1952: Why Depreciation Re- 
serve Should not be Deducted from 
Plant Account (in public utilities) : 
E. Toder. 

National Association of Cost Account- 
ants’ Bulletin— 

February, 1952: The Accountant’s 
Role in the Annual Report: J. O. 
Nicklis. 
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The Illinois Certified Public 
Accountant— 

September, 1952: Employee Interest 
in the Financial Report: J. Charles 
Libby. 

Reporting Financial Transactions: 
J. B. Lanterman. 


The New York Certified Public 
Accountant— 

August, 1952: Three articles on 
Auditors’ Reports— 

The Investor’s Use of: 
Chandler. 
A Banker Looks at an Audit Re- 
port: Arthur L. Nash. 
Developments in Financial Report- 
ing: John Peoples. 

Accounting Research— 

April, 1952: Solution of Funds State- 
ment Problems—History and Pro- 
posed New Method: Robert H. 
Gregory and Edward L. Wallace. 
Profits of the Year—or of last 
Year?: Harry Norris. 


Marvin 


AUDITING 


Aspects of external auditing are 
dealt with in the following articles— 


The Journal of Accountancy— 

July, 1952: Three Cases Where Scien- 

tific Sampling by Formula Saved 
Time in Test-Checking: C. D. 
Smith. 
How to Lose Clients: Use Con- 
firmation Techniques that Make 
Client’s Customer Mad at Him: 
J. M. Foss. 


The Canadian Chartered Accountant— 
February, 1952: Audits—Planning 
and Review: Weldon Powell. 


The New York Certified Public 
Accountant— 

July, 1952: An Illustration of the 
Use of Statistical Probabilities in 
Auditing: Lester Ageloff. 

November, 1952: Accounting Judg- 
ment: Gilbert R. Byrne. 

Written Representations to Audi- 
tors: Eli Phillips. 
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The Accountant— 

16th February, 1952: Aspects of 
Some American Problems—leading 
article on discussions at the 64th 
annual meeting of the American 
Institute of Accountants. 

3rd May: The Trend of Audit Prac- 
tice: Angus MacBeath. 
Leading article on the future of 
auditing. 

30th August, 1952: Auditor’s Re- 
sponsibility for Post-Period 
Events: Samuel M. Woolsey. 


The Accounting Review— 

October, 1952: An Experience with 
Small Random Samples in Audit- 
ing: Lawrence L. Vance. 
Sampling Tables: An Important 
Statistical Tool for Auditors: 
John Neter. 


The Illinois Certified Public 
Accountant— 
September, 1952: Spreading the 
Audit Work Throughout the Year: 
Glen E. Martin. 


PUBLIC ACCOUNTING 


Miscellaneous problems arising in 
the practice of public accounting are 
the subject of the following articles— 


The Canadian Chartered Accountant— 

May, 1952: System in a Chartered 

Accountant’s Office: Alexander M. 
Reid. 


The New York Certified Public 
Accountant— 

November, 1952: Expediting the Ac- 
countant’s Office Work Through 
Mechanical Reproduction Methods: 
Jack H. Klein. 

The Illinois Certified Public 
Accountant— 

March, 1952: Women’s Place in Pub- 

lic Accounting: Mary C. Gildea. 
The Accountant— 

23rd August, 1952: The Allocation of 
Work in a Professional Office: an 
unsigned article. 


4th October, 1952: Office Organisa- 
tion of an Accountant in Practice: 
R. W. Foad. 

11th and 18th October, 1952: Public 
Accountancy in the United King- 
dom: Some Present-Day Aspects 
(a paper delivered to the annual 
meeting of the American Institute 
of Accountants) : T. B. Robson. 


The Journzl of Accountancy— 

July, 1952: Ten Warnings for the 
Accountant Who Wants to do a 
Good Job on the Witness Stand: 
George B. Pearson, Jun. 

October, 1952: Preparation and 
Courtroom Presentation of the 
Accounting Part of a Case in Liti- 
gation: Harold L. Hoffman. 


GOODWILL 


Three articles of particular interest 
on the valuation and accounting treat- 
ment of goodwill are— 


The Journal of Accountancy— 

April, 1952: Should Goodwill be 
Written Off? Research Depart- 
ment, American Institute of Ac- 
countants. 


The Accountant— 

19th July, 1952: Leading article com. 
menting on discussion of W. G. 
Campbell’s paper on valuation of 
goodwill at the autumnal confer- 
ence of the Institute of Chartered 
Accountants in England and Wales 
in 1951. Mr. Campbell’s paper 
appeared in The Accountant, 20th 
and 28th October, 1951. 


Accountancy— 

September, 1952: Leading article on 
the publication by the Incorporated 
Accountants Research Committee 
of its views on the valuation of 
goodwill. 

Closely related to the problem of 
goodwill valuation is an article in The 
Accountants’ Journal (N.Z.), October, 
by G. A. Lau, G. S. Crimp and W. 6. 
Rodger, on valuations of unquoted 
shares in New Zealand. 
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CURRENT PROBLEMS — Continued 
COMPANY LAW 


A series of articles in The Account- 
ants’ Journal (N.Z.) deals with the 
new New Zealand Company Bill. 


The articles are— 

June, 1952: Historical Development 
of Company Law in New Zealand: 
D. J. Dalglish. 

September, 1952: Editorial on the 
new Bill. 

October, 1952: Provisions Relating 
to Accounts: H. E. Strickett. 

A reprint of Accounting and 
Auditing clauses in the Bill. 

November, 1952: Accounts of Hold- 
ing and Subsidiary Companies: 
D. H. Steen. 

Provisions of Special Interest to 
Secretaries: F. H. Bass. 
Other articles on company law and 
associated matters are— 
The Accountant— 

8th March, 1952: Rights of Prefer- 
ence Shareholders: Spencer G. 
Maurice. 

16th August, 1952: Members Volun- 
tary Winding-up: Company Insol- 
vent: T. W. Smith. 

27th September, 1952: Investigations 
for Finance: an unsigned article 
on the principal points involved in 
the preparation of reports with a 
view to the provision of finance. 

8th November, 1952: Receivership: 
R. G. Leach. 


Another series of articles in The 
Accountant deals with prospectuses. 
These are— 


2nd February, 1952: Viewpoint of 
the Stock Exchange: F. R. 
Althaus. 

9th February, 1952: The Lawyer’s 
Approach: Sir Sam H. Brown. 

15th March, 1952: The Accountant’s 
Approach: H. A. Benson. 

19th April, 1952: The Institutional 
Investor’s Approach: Lewis G. 
Whyte. 
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ACCOUNTING STANDARDS 


A well-known American writer and 
lecturer, Dr. Mary E. Murphy, is visit- 
ing Australia this year. Australian 
readers will therefore be particularly 
interested in two articles by her in The 
Journal of Accountancy. In the Aug- 
ust issue, Dr. Murphy deals with 
British and American Institutes’ Effect 
on Present Accounting Practice in the 
Two Countries, and in the September 
issue she writes on Effect of Financial 
Reporting of Law, Research, and Pub- 
lic Opinion in Britain and America. 


Other interesting articles on account- 
ing standards and the philosophy of 
accounting are— 


The Journal of Accountancy— 

August, 1952: How Research Pro- 
ject May Tend to Bring Together 
Principles and Procedure to Guide 
the Profession: Charles T. Zlat- 
kovich. 


The Accounting Review— 

October, 1952: Tax Pressures on Ac- 

counting Principles and Account- 
ants’ Independence: Arthur M. 
Cannon. 
Accounting Principles and Taxable 
Income: a supplementary state- 
ment of Committee of the 
American Accounting Association 
on Concepts and Standards Under- 
lying Corporate Financial State- 
ments. 


The Illinois Certified Public 
Accountant— 

March, 1952: The Accountant and 
His Conscience: H. T. Scovill. 
The U in Public Relations: The 
Individual Member’s Part in De- 
velopment of Recognition of our 
Profession: Carroll Chouinard. 


The New York Certified Public 
Accountant— 
The Basic Philosophy Underlying 
Financial Accounting: William L. 
Campfield. 





Accounting Research— 

April, 1952: A Distinction between 
Profit and Income: L. Goldberg 
(of Melbourne, a member of the 
Australian Society of Accountants, 
and senior lecturer in accounting 
at the University of Melbourne). 

April and July, 1952: A Theory of 
Cost and Cost Accounting: G. D. 
de Swardt. 

April, 1952: Accounting Research— 
an International Function: A. A. 
Garrett. 

January, 1953: The Economic Facts 
of Life as Shown in the Correla- 
tion of Accounting, Economics and 
Law: James L. Dohr. 

January, 1953: Unsettled Territory 
(comments on the report of a joint 
exploratory committee on account- 
ing terms and concepts appointed 
by the Institute of Chartered Ac- 
countants in England and Wales 
and the National Institute of 
Economic and Social Research): 
Leo T. Little. 


EDUCATION AND TRAINING OF 
ACCOUNTANTS 


The variety of articles on different 
aspects of this subject includes— 


The Journal of Accountancy— 

May, 1952: A Programme for Train- 
ing Staff Accountants to Write 
Effective and Intelligent Reports: 
George A Owen and Richard C. 
Gerfen. 


The New York Certified Public 
Accountant— 

January, 1952: The First Annual 
Conference on Accounting Educa- 
tion at New York University: 
Paul A. McGhee. 

How Much Education Can an 
Accountant Use?: Maurice E. 
Peloubet. 

Current Problems in Accounting 
Education: Emmanuel Saxe. 
Accounting Internship Pro- 
grammes: William J. von Minden. 


Accounting in the Engineering 
School: Ernest H. Weinwurm. 
Teaching Accounting in the Law 
School: Miguel A. de Capriles. 
The Art of Using Audio-Visual 
Aids in Accounting Education: 
Michael A. C. Hume. 

Some opinions of representative 
CPAs concerning the educational 
qualifications which prospective 
employees should have. 

July, 1952: Comments on Staff 
Training: Kenneth B. Wackman. 
Obtaining Accounting Personnel: 
Sidney Lichter. 

The Cost Accountant— 

June, 1952: The Training of Manage- 

ment Accountants: H. Wilmot. 
The Accounting Review— 

July, 1952: Integration of Account- 
ing and Economics in the Elemen- 
tary Accounting Course: Carl 
Thomas Devine. 

Accounting Research— 

January, 1952: The University Con- 
tribution to Education in Account- 
ancy: K. F. Byrd. 


SOCIAL ACCOUNTING 


Additions to the small but growing 
literature on social accounting are— 
Accounting Research— 

January, 1952: Design for the Ac- 

counts of Society: F. Sewell Bray. 

April, 1952: Business Income and 
National Income: A Contrast of 
Concepts: Gilbert P. Maynard. 

July, 1952: An Alternative Presen- 
tation of Social Accounts: E. 
Fuerst. 

Accountancy— 

August, 1952: Company Accounting 
—a Constructive Critique (paper 
delivered to the Statistical and 
Social Inquiry Society of Ireland) : 
F. Sewell Bray. 

The addresses of publications re 

ferred to in this article are— 
The Accountant, 4 Drapers Gardens, 

Throgmorton Avenue, London, E.C.2, 

England. 
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NEWS AND NOTES 


News and Notes—May, 1953 Issue. 
General Council. 


The second meeting of the General 
Council was held in Melbourne on Mon- 
day, Tuesday and Wednesday, April 13 
to 15. It was attended by Mr. C. R. H. 
Hicking (N.S.W.), President (in the 
Chair), and Messrs. L. A. Braddock 
(S.A.), G. L. Brodrick (W.A.), R. F. 
Butt (Qlid.), J. G. Cooper (Tas.), J. E. 
England (Qlid.), A. A. Fitzgerald (Vic.), 
G. E. Fitzgerald (Vic.), G. F. George 
(S.A.), R. E. Gregory (Vic.), J. M. 
Groom (W.A.), W. P. Henson (N.S.W.), 
0. H. Paton (N.S.W.), Walter Scott 
(N.S.W.), R. S. Sharp (Vic.), C. D. 
Wrigley (Qlid.), and the General Regis- 
trar. 


At noon on April 13, Sir George 
Wales, representing the Lord Mayor of 
Melbourne, extended a civic reception 
to members of the General Council and 
of the Victorian Council. In welcom- 
ing the representatives of the Society, 
he congratulated the accountancy pro- 


fession on the courageous steps taken 
to consolidate its position. He men- 
tioned that there were approximately 
400 qualified Accountants in Australia 
in 1900, whereas the membership of the 
Society today comprised some 17,000 
members, representative of all sections 
of the business community. In seek- 
ing the reasons for this enormous in- 
crease in demand for skilled account- 
ants, he mentioned the following in- 
fluences ;— 

1. The great expansion of industrial 
and commercial activity, with wide- 
spread ownership of large companies 
making greater demands on accounting 
for financial control. 

2. The increase of government in- 
fluence in the affairs of business, par- 
ticularly through taxation, price con- 
trol and economic regulation. 

3. The search for increased produc- 
tivity in industry and extended markets 
in commerce, with a greater emphasis 
on cost control and efficiency. 

— Continued Overteat 





CURRENT PROBLEMS — Concluded 


The Journal 
Madison Avenue, 
N.Y., U.S.A. 

The Canadian Chartered Accountant, 
10 Adelaide Street East, Toronto, 
Ontario, Canada. 

The New York Certified Public Ac- 
countant, 677 Fifth Avenue, New 
York 22, N.Y., U.S.A. 

The Cost Accountant, 63 Portland 
Place, London, W.1., England. 

The Controller, 1 East 42nd Street, 
New York 17, N.Y., U.S.A. 

Cost and Management, 66 King Street 
East, Hamilton, Ontario, Canada. 
The Accountants’ Journal (N.Z.), 
York House, Lambton Quay, Wel- 

lington, C.1, N.Z. 


of Accountancy, 270 
New York 16, 
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The Accountants’ Journal (London), 
22 Bedford Square, London, W.C.1, 
England. 

Accountancy, Incorporated Account- 
ants Hall, Temple Place, Victoria 
Embankment, London, W.C.2, Eng- 
land. 

The Internal Auditor, 120 Wall Street, 
New York 5, N.Y., U.S.A. 

The Accounting Review, 450 Ahnaip 
Street, Menasha, Wisconsin, U.S.A. 
The Illinois Certified Public Account- 
ant, 208 South LaSalle Street, 

Chicago 4, U.S.A. 

Westminster Bank Review, Economic 
Intelligence Department, West- 
minster Bank Ltd., 41 Lothbury, 
London, England. 

National Association of Cost Account- 
ants, 505 Park Avenue, New York 
22, N.Y., U.S.A. 
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NEWS AND NOTES — Continued 

The profession had responded to 
these demands by the development of 
accounting standards based on logical 
theory and practice. As a result ac- 
counting today is an indispensable tool 
of modern business organisation and 
management. Trained accountants set 
up the accounting systems which make 
it possible for even the largest company 
to record and classify its innumerable 
financial transactions. Financial state- 
ments, prepared by accountants, enable 
business men to plan future activities 
in the light of past experience. 

Investors frequently rely on account- 
tants’ reports in deciding to devote 
their resources to this industry or that. 
Banks use them as a guide in approv- 
ing or rejecting applications for loans. 
Primary producers turn to accountants 
for financial guidance and for assist- 
ance in taxation matters. Governments 
and semi-governmental bodies seek the 
advice of highly skilled accountants in 
financial matters. Even the smallest 
business firm needs financial statements 
prepared in accordance with profes- 
sional standards to enable it to deter- 
mine its profit or loss and for income 
tax purposes. 

Sir George predicted even further 
developments in the years to come and 
wished the Society well. 

Councillor H. P. Higginson, a mem- 
ber of one of the amalgamating bodies 
for many years, supported Sir George 
Wales in a toast to the profession and 
testified from personal experience to 
the contribution of accountants to the 
development of commerce and industry. 

In responding, the President, Mr. 
C. R. Hicking, congratulated Sir George 
Wales on his knowledge of accounting 
services and thanked him for his cordial 
welcome to the City of Melbourne and 
for his inspiring remarks. He agreed 
with Sir George on the amazing de- 
velopments in accounting which has 
taken place in a lifetime and on the 
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scope for further advances in the 
future. He thought that, in the next 
few years, there would be a particular 
extension of the work of managerial 
accounting with the practising and non- 
practising accountant working closer 
together. The amalgamation of insti- 
tutes and the formation of the Aus- 
tralian Society of Accountants would 
better equip the profession to meet 
further demands and the challenge of 
the future. 

In the evening, members of General 
Council were entertained at dinner at 
Ascot House by members of the Coun- 
cil of the Victorian Division. The toast 
of General Council was proposed by Mr. 
J. R. Barber, State Vice-President and 
supported by Mr. H. P. Ogilvie. The 
President, Mr. C. R. Hicking, responded 
on behalf of the General Council. 

A heavy agenda kept General Coun- 
cil fully occupied for three whole days. 
A report of the principal questions of 
policy determined at the meeting will 
be included in the next issue of “The 
Australian Accountant”. 


VICTORIAN DIVISION. 
Social was Success. 


First get-together of Victorian mem- 
bers since amalgamation was a greater 
success than even the most sanguine 
imagined. 

Members of the three merged insti- 
tutes took full advantage of the oppor- 
tunity to get to know one another and 
packed the Lower Melbourne Town Hall 
to capacity for a first-class social even- 
ing on April 28. 

The guest of honour, Sir Charles 
Lowe, Acting Chief Justice of Victoria 
and Chancellor of the University of 
Melbourne, was obviously impressed 
with the size of the gathering and the 
potential for raising the standards of 
our profession. His address was 
stimulating as well as witty. 
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NEWS AND NOTES — Continued 


Other guests, representing Law, 
various other Accounting bodies, Gov- 
ernment Service and Stock Exchange, 
were similarly impressed, and their 
spokesmen said so. 


Mr. G. E. Fitzgerald, Vice-President 
of the Society, outlined progress made 
in the short few months since the 
Society’s formation, and spoke of some 
of the future plans already under con- 
sideration. 


State President, Mr. L. H. Dillon, 
handled his first appearance before 
400-odd members with distinction and 
made a host of new friends. 


Altogether, the social was a memor- 
able one and a fine start for our social 
and professional association. 


Visit of Professor Mary E. Murphy 


The Council has pleasure in announc- 
ing that further consultations have 
taken place between Professor Murphy 
and representatives of the University 
of Melbourne and this Society. Details 
of a series of lectures have now been 
finalised and are listed below for the 
information of members. Although all 
members will be further circularised 
regarding these meetings, it is re- 
quested that the dates and times be 
noted now. 


The particular attention of members 
interested in Managerial Accounting is 
directed to the programme in the 
fourth week when two lectures and one 
seminar will be conducted in this sub- 
ject. Professor Murphy has already 
delivered lectures in Queensland and 
New South Wales which have aroused 
great interest among members in those 
States. We look forward to meeting her 
and hearing from her at the end of next 
month, and it is hoped that as many 
members as possible will find it conveni- 
ent to attend some or all of the sessions. 
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Programme: 


July 1, 8.15 p.m.: “Accounting as a 
Social Force” (University Exten- 
sion Lecture) 

Place: Public Lecture Theatre, Uni- 
versity. 

July 3, 2.15 p.m.: “Private v. Public 
Accounting” (University Seminar). 

Place: Commerce School, University. 

July 8, 8.15 p.m.: “Correlation of Ac- 
counting and Economics” (First 
Annual Research Lecture of Aus- 
tralian Society of Accountants). 

Place: Commerce Lecture Theatre, 
University. 

July 10, 2.15 p.m.: “History of Ac- 

countancy” (University Seminar). 
Place: Commerce School, University. 

July 14, 6.30 p.m.: “Debatable Issues in 
Modern Accountancy” (Australian 
Society of Accountants Lecture). 

Place: Independent Church Hall. 

July 17, 2.15 p.m.: “Evolution of Ac- 
countancy Theory” (University 
Seminar). 

Place: Commerce School, University. 

July 21, 6.30 p.m.: “Accounting as a 
Managerial Tool” (Australian So- 
ciety of Accountants Lecture). 

Place: Independent Church Hall. 

July 22, 6 p.m.: “Cost Concepts and 

Standards” (University Seminar). 
Place: Commerce School, University. 

July 23, 6.30 p.m.: “Education for Man- 
agerial Accounting” (Australian 
Society of Accountants Lecture). 

Place: Independent Church Hall. 

July 29, 8.15 p.m.: “Taxation as a Busi- 
ness Deterrent” (University Ex- 
tension Lecture). 

Place: Public Lecture Theatre, Uni- 
versity. 

July 31, 2.15 p.m.: “Accounting Ter- 
minology” (University Seminar). 

Place: Commerce School, University. 

August 5, 6 p.m.: “Depreciation and 
Depletion” (Debate and discussion 
—Prof. Murphy and Messrs. A. A. 
Fitzgerald and V. L. Gole). 

Place: Commerce School, University. 
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NEWS AND NOTES — Continued 


Additions to the Library 


Accountancy—General 

Asset Accounting—1952: W. A. Paton. 

Controllership; the work of the ac- 
counting executive—1952: J. B. Hec- 
kert and J. D. Wilson. 

A dictionary for accountants—1952: E. 
L. Kohler. 

The fund theory of accounting and its 
implications for financial reports— 
1952: W. J. Vatter. 

Profit measurement and price changes 
—1952: K. Lacey. 

Accountancy — Particular Types of 
Business 

Accounting procedure and cost systems 
—1947: Non-Ferrous Founders So- 
ciety. 

Club accounts—1953: A. R. Lewis. 

Record keeping for the small home 
builder—1952: R. L. Brummett and 
D. A. Thomas. 

Record keeping for small stores—1945: 
C. H. Welch and C. H. Serin. 

Accountancy—Professional 

Accountants’ office manual—1952: C. S. 
Rockey. 

Costing—Particular Types of Business. 

Construction cost control—1951: Ame- 
rican Society of Civil Engineers. 

Report of costing investigation for the 
Ministry of Health—1952: King Ed- 
ward’s Hospital Fund for London. 

Business Organisation and Management 

Association management—1952: J. C. 
Patterson. 

Design and control of business forms— 
1952: F. M. Knox. 

The fundamentals of top management 
—1952: R. C. Davis. 

How to make a procedure manual — 
1951: H. J. Ross. 

Productivity team reports—1952: 
Anglo-American Council on Produc- 
tivity. 

Plant maintenance. 

Heavy chemicals. 

Metal working machine tools. 
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Fruit and vegetable storage and pre- 
packing. 

Plastics moulding. 

Inspection in industry. 

U.S. productivity team report — the 
British cotton industry — 1952: 
Anglo-Ameriean Council on Produc- 
tivity. 

As the spirit moves; case studies in 
materials handling — 1953: British 
Productivity Council. 

Productivity and price; a review of 
productivity in the clothing industry 
—1953: British Productivity Council. 

A review of productivity in the hosiery 
industry—1953: British Productivity 
Council. 

Shareholder relations; corporate annual 
report requirements—1951: H. F. 
Reuter. 


Business Finance and Investment 

Corporate income retention 1915-43 — 
1951: S. P. Dobrovolsky. 

Financial organisation and manage- 
ment of business (3rd edition) — 
1951: C. W. Gerstenberg. 


Budgetary Control 
Capital budgeting—1952: J. Dean. 


Statistics 

Practical rules for graphic presentation 
of business statistics (2nd edition)— 
1951: L. E. Smart and S. Arnold. 


Economics 

Shirtsleeve economics—1952: 
Paton. 

The structure and capacity of Aus- 
tralian manufacturing industries — 
1952: Division of Industrial Develop- 
ment. 


W. A. 


Taxation 

Income tax for farmers and graziers — 
1953: Department of Commerce and 
Agriculture. 

Estate duty and gift duty—1952: Com- 
missioner of Taxation. 

Private company tax — 1953: N. E. 
Challoner and C. M. Collins. 

1953 U.S. Master Tax Guide — 1952: 
Commerce Clearing House Inc. 
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Canadian Master Tax Guide (8th edi- 
tion) — 1952: Commerce Clearing 
House Inc. 

Law—Companies 

Share transfer and registration in com- 
pany law and practice—1952: A. K. 
Martin. 


Law—Constitutional 
Essays on the Australian Constitution 
—1952: R. Else-Mitchell (ed.). 


Executors and Trustees 


Executors and administrators, 5th edi- 
tion—1952: N. E. Mustoe. 


Lectures 

Sixth International Congress on Ac- 
counting—1952. 

Summer course, Christ Church, Oxford 
—1952: Institute of Chartered Ac- 
countants in England and Wales. 


Branches 


The Divisional Council has pleasure 
in announcing that the following office- 
bearers have been elected in the three 
Branches of the Society in Victoria: 


Ballarat— 
Chairman, Mr. F. V. F. Vawdrey. 
Deputy Chairman, Mr. T. E. Barnes. 
Secretary, Mr. I. McIvor, 43 Lydiard 
Street South, Ballarat. 


Bendigo— 
Chairman, Mr. A. Muller. 
Deputy Chairman, Mr. N. R. Phillips. 
Secretary, Mr. G. R. Pitson, Com- 
merce Chambers, Charing Cross, 
Bendigo. 


Geelong— 

Chairman, Mr. A. L. Backwell. 

Deputy Chairman, Mr. B. C. Hen- 

shaw. 

Secretary, Mr. A. J. Wood, Box 160, 

Geelong. 

As it is intended to arrange a social 
meeting of all members in these centres 
in the near future, members are re- 
quested to get in touch with their re- 
spective Branch Secretaries at their 
earliest convenience. 


The Australian Accountant, May, 1953 


Personal 

Mr. Eric Harrison, F.A.S.A., has been 
appointed Assistant Director-General 
(Finance), Postmaster-General’s De- 
partment. Mr. Harrison succeeds Mr. 
D. R. McLean, also a Fellow of the 
Society, who has retired from the De- 
partment. 


NEW SOUTH WALES DIVISION 
Public Accountants’ Registration Act 

The Minister for Justice (the Hon. R. 
R. Downing, M.L.C.) states that he has 
been asked for advice as to the legality 
of circulars received by residents of 
New South Wales from the Association 
of Accountants and Auditors in Com- 
merce of Great Britain and the Society 
of Secretaries of Great Britain Limited, 
seeking membership, from persons not 
qualified by examination. 

Whilst the Government has no power 
to prevent persons becoming members 
of these bodies, Mr. Downing is of 
opinion that it should be made known 
that these bodies have no standing 
under the Public Accountants’ Regis- 
tration Act, 1945-51. Persons are only 
eligible for registration if they complete 
the examinations and comply with 
other requirements prescribed under 
the Act. 

Canberra Branch 

The following officebearers were elec- 
ted at the first meeting of the Canberra 
Branch Council :— 

Branch Chairman, Mr. H. E. Bishop. 
Branch Deputy Chairman, Mr. J. Lang. 

Two Committees were appointed — a 
Graduates’ Committee and a Students’ 
Committee. The Committees will pe 
responsible for organising lectures and 
meetings for members and candidates 
in accordance with the policy deter- 
mined by the Branch Council. 

Neweastle Branch 

The inaugural meeting of members of 
the Newcastle sranch was held at the 
Blackall Hall on Thursday, March 26. 

The lecturer was Mr. Walter Scott, 
whose subject was “Quo Vadis — The 
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Accountant of 1965.” Prior to the lec- 
ture, a brief outline of the amalgama- 
tion was given by the State Registrar 
and greetings from the General Presi- 
dent and the State President were con- 
veyed by the State Vice-President, Mr. 
E. A. Cupit. 
Personal 

Messrs. Thomas, Nash & Co. notify 
that they have admitted Mr. John 
Charles Fahey to the partnership and 
the firm will now practise under the 
name of Thomas, Nash & Fahey, A.P.A. 
Chambers, 403 Hunter Street, New- 
castle. 

Messrs. Offner, Hadley & Co. notify 
that Mr. Harold Lester Thomas, 
A.A.S.A., has been admitted to partner- 
ship as from April 1, 1953. 


QUEENSLAND DIVISION 
Meeting of Members 


To enable members to have the op- 
portunity of hearing an address from a 
distinguished scholar from the United 
States of America, the first gathering 
of members of the new Society in 
Queensland was held on Tuesday, April 
14, 1953, in the Teachers’ Conference 
Hall, Elizabeth Street, Brisbane. 

The lecturer was Professor Mary E. 
Murphy, a Fulbright Lecturer for 1953, 
who is visiting Australia from her ap- 
pointment as Professor of Economics 
and Business Administration at Los 
Angeles State College of Applied Arts 
and Sciences. Professor Murphy de- 
livered a paper on the subject “Educa- 
tion for Managerial Accounting.” 

In the absence of the State President, 
Mr. J. E. England, F.A.S.A., at the 
General Council Meetings in Melbourne, 
the State Vice-President, Mr. R. A. 
McInnes, A.A.S.A., presided. 

Before introducing Professor Murphy 
he informed members that the first 
social meeting of members had been ar- 
ranged for May 11, at which meeting 
the State President would submit a re- 
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port on the progress of the amalgama- 
tion and outline to members future ac- 
tivities planned by the Society. 


He stated that tonight’s meeting had 
been convened to enable members of the 
Society to hear an address by Professor 
Mary E. Murphy, who had come to Aus- 
tralia as a Fulbright Lecturer. He 
pointed out that this was the first 
award in the field of Accountancy by 
the Fulbright Foundation, which there- 
by recognised accountancy as a subject 
of scholarship for the interchange of 
lecturers. 


In introducing Professor Murphy he 
drew attention to her qualifications in 
the accounting sphere and added that 
Australia was fortunate in her selection 
as, in addition to her knowledge of ac- 
countancy in America, she had also a 
wide knowledge of English accountancy 
practices, on which Australian practice 
was based. He spoke also of the books 
which she had published. 

Professor Murphy’s address con- 
tained much practical information and 
was very clear and informative, out- 
lining procedures in both Great Britain 
and America used in the training for 
managerial accounting and the benefits 
to be derived by companies from the 
statistics which accountants in this 
sphere could provide. 

At the conclusion of her address 
questions were invited, and to these 
Professor Murphy replied with a clarity 
and completeness which greatly im- 
pressed all present. 

Mr. R. M. White, F.A.S.A., proposed 
a vote of thanks to Professor Murphy, 
stating as he did so that members were 
indebted to her both for the wide sur- 
vey and detailed analysis which she had 
made in her address. 


Mr. E. D. Summerson, F.A.S.A., set- 
onded the motion, stating that Profes- 
sor Murphy had given much to stimu- 
late our thoughts and her address 
would spur members to study closely 
this important subject. 
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The motion for the vote of thanks 
was carried by prolonged and warm ap- 
plause by all present. 

Personal 

Mr. W. L. Carlisle, B. Com., A.A.S.A., 
has been appointed Manager of ,the 
English Scottish and Australian Bank 
Ltd., South Brisbane, and has also been 
elected to the standing committee, Uni- 
versity of Queensland. 

Mr. H. C. Misfeld, A.A.S.A., has been 
appointed Branch Accountant, State 
Government Insurance Office, Cairns. 


SOUTH AUSTRALIAN DIVISION 


Social Meeting 


The inaugural function of this Divi- 
sion of the Society took the form of a 
Smoke Social, which was held at the 
Myer Apollo Dining Hall on Friday, 
March 27, 1953. 

The State President, Mr. G. F. 
George, presided at the function, at 
which approximately 400 members 
were present. 

In his opening remarks, the State 
President referred to matters leading 
up to the formation of the Society and 
its aims and objects. He said that most 
of the work in connection with the 
amalgamation had been performed by 
Committees of General Council in the 
Eastern States, and paid a tribute to 
their services. He added that some 
of the members of the Committees were 
at the top of their calling, and yet in 
spite of their successes they could give 
much of their leisure time to the af- 
fairs of the Society. 

The toast of the Society was pro- 
posed by Mr. Joseph Crompton, the 
President of the Adelaide Chamber of 
Commerce, who congratulated the three 
bodies on the merger and said that the 
function was the biggest gathering of 
its kind he had ever attended. He 
stated that in these days the accoun- 
tant was indispensable to modern busi- 
ness, 
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In response, Mr. George said that 
qualified accountants were high on the 
functional family tree of all large or- 
ganizations. He went on to say that 
the Society has amongst its members 
some of the most successful accoun- 
tants in Australia. They are to be 
found as experienced consultants in pri- 
vate practice and as leaders in the field 
of finance, commerce, industry and com- 
pany administration. Our members 
are sought as Governmental Advisers 
on Commissions, investigations, com- 
mittees and the like. Some of our 
members fill the highest positions in the 
Public Services. Mr. George added that 
the amalgamation of the three bodies 
has been said to represent the most im- 
portant development in the organiza- 
tion of the accountancy profession in 
Australia during the present century. 
The new Society has a potential mem- 
bership of 17,000, and as such is one of 
the most important professional bodies 
in Australia. 


Mr. L. A. Braddock, State Vice- 
President, proposed the toast to “Our 
Guests,” who included Professor P. H. 
Karmel and Mr. R. L. Mathews, of the 
University of Adelaide; Mr. A. B. Bar- 
ker, President, and Mr. W. A. Bayly, 
Manager of the Australian Institute of 
Management; Mr. A. G. H. Briskham, 
Registrar of Companies; Mr. Joseph 
Crompton, President of the Adelaide 
Chamber of Commerce; Mr. W. G. F. 
McCulloch, Secretary of the Stock Ex- 
change of Adelaide; Mr. A. P. H. Oke, 
Commonwealth Public Service Commis- 
sioner; Mr. B. E. Schumacher, South 
Australian Public Service Commis- 
sioner; Mr. Norman Todd, President of 
the Chartered Institute of Secretaries; 
Mr. A. A. West, President of the Asso- 
ciated Banks; and Mr. H. C. Thomas, 
Past Chairman of the South Australian 
Branch Council of the Institute of Char- 
tered Accountants in Australia. 

In responding, Mr. A. B. Barker, Fed- 
eral and State President of the Austra- 
lian Institute of Management, said that 
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the field of accountancy loomed large in 
Australian industry, and the Universi- 
ties, realising its importance, had in- 
cluded the rudiments of accountancy 
and costing in the Engineering Course. 


Personal 


Mr. G. D. Combe, A.A.S.A., has re- 
cently been appointed Clerk of the 
House of Assembly, and Mr. I. J. Ball, 
A.A.S.A., Clerk of Parliaments, Ade- 
laide. 


TASMANIAN DIVISION 
Social Meeting 

On Friday evening, April 17, 1953, an 
informal gathering was held at High- 
field Hotel, Hobart, at which more than 
100 members were present, including 
representatives from the north of the 
State. 

The evening was a most successful 
one, as comments from members have 
since shown. The meeting concluded 
with supper and informal discussion. 

Launceston Branch 

On Tuesday, March 24, a meeting was 
held in Launceston to form a Northern 
Branch, when the following members 
were elected to form the first Branch 
Council :— 

Messrs. G. Woolley (Convener), H. E. 
Tregaskis, S. V. Tilley, J. G. Clark, J. 
E. Bentley, W. G. Mayhead and S. J. 
Manning. 

There was a large attendance and 
lively discussion at the meeting, which 
concluded with supper at “The 
Lounge.” 

Personal 

Mr. J. G. Cooper, F.A.S.A., National 
President of the Junior Chamber of 
Commerce, will lead a delegation from 
Australia to attend the eighth world 
congress of Junior Chamber Inter- 
national in San Francisco in June. Mr. 
Cooper is a member of the Tasmanian 
Council of the Society and is the Tas- 
manian representative on the General 
Council. 
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STUDENTS’ SOCIETIES 
Victorian Division 

On Monday, April 20, 1953, Extra. 
ordinary General Meetings of the Com- 
monwealth Accountants’ Students’ So- 
ciety (Victorian Division) and the 
Federal Institute of Accountants Stu- 
dents’ Society were held in Scots 
Church Hall, Russell Street, Melbourne, 
when resolutions were passed that these 
Societies be wound up and their assets 
and liabilities be transferred to the 
Australian Accountants’ Students’ So- 
ciety (Victorian Division). This body 
is now functioning and a special Sub- 
Comittee has been appointed to con- 
sider a syllabus for the remainder of 
1953. It is proposed that demonstra- 
tions in the Intermediate and Final Ac- 
counting papers (Syllabuses C and F) 
be held soon after the conclusion of the 
May examinations. 

At the conclusion of the formal part 
of the meetings of the above Societies, 
pre-examination lectures were delivered 
by Mr. V. J. Dunin, B.Com., A.A.S.A, 
on “Branch Accounts,” and Mr. A. E. 
Speck, B.Com., F.A.S.A., on “Holding 
Companies.” These lectures were well 
attended and it was apparent that stu- 
dents appreciated the opportunity of 
hearing lectures on these difficult sub- 
jects at the conclusion of their prepara- 
tion for the examinations. 


QUEENSLAND DIVISION 


Accountants and Secretaries’ Educa- 
tional Society 
At the April meeting of The Accout- 
tants and Secretaries’ Educational So- 
ciety, the John S. McInnes Memorial 
Lecture for 1953 was delivered by Mr. 
D. A. Lavery. Mr. Lavery read a paper 
prepared for the occasion by Mr. L. W. 
H. Butts, who was unable to deliver the 
address owing to illness. The papel, 
which was entitled “A Company’s Pros 
pectus for the Issue of Shares to the 
Public,” proved most instructive ané 
created considerable interest. It will be 
printed and forwarded to members fot 
their records. 


The Australian Accountant, May, 1955 





- 


NEWS AND NOTES — Continued 


At a meeting of the Council of the 
Society, held on the same date, Mr. E. 
D. Summerson, F.A.S.A., was appointed 
President and Mr. R. B. Loxton Vice- 
President. 


THE AUSTRALASIAN INSTITUTE 
OF COST ACCOUNTANTS 


GENERAL COUNCIL 

Members will be receiving shortly a 
copy of the Annual Report of General 
Council in connection with the Annual 
General Meeting to be held in Brisbane 
on May 25. The Report is important in 
that it reveals an increase of member- 
ship of 116 and a sustaining of interest 
in the examinations, with a total entry 
for Australia of 114 candidates. 

Highlights from the Report are as 
follow :— 

Honorary Life Membership 

The General Council in 1952 con- 
ferred honorary life membership on— 

Mr. J. R. G. McKenzie, president, 

1940-1943. 
Mr. A. Cottell, president 1930-1931. 
Mr. T. D. Hadley, president, 1932- 
1933. 
Examinations and Exemptions 

The General Council is continuing to 
maintain, and in certain subjects to in- 
crease, the examination standards. The 
arrangements existing with the Univer- 
sities and Technical Colleges are prov- 
ing popular since candidates on passing 
examinations set by these bodies can 
apply for exemption from our own sub- 
jects. 

The new subject, “General Principles 
of Industrial and Commercial Organisa- 
tion and Management” (Subject “O”), 
as from March, 1952, was included in 
the examinations. 

Cost Bulletin Prize 

Mr. R. F. Pascoe, of Adelaide, secured 
the award for the contribution deemed 
to be the best received for the Cost 
Bulletin during 1951. 

Merger of Institutes 

The merger resulting in the forma- 

tion of the Australian Society of Ac- 
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countants is noted, and congratulations 
and best wishes are extended to that 
body. 
Activities 

A varied programme of activities has 
been provided for members. 


VICTORIAN DIVISION 


At the April Meeting of the Divi- 
sional Council the annual election of of- 
ficers resulted as follows: 

President, Mr. E. R. Bomphrey. 

Vice-President, Mr. A. H. Blamey. 

Hon. Treasurer, Mr. A. F. J. Suther- 
land. 

General Council Representatives, E. 
R. Bomphrey, J. E. Morten, B. W. 
Ruffels, C. B. Villiers. 

Publicity Officer, D. V. Peck. 

Hon. Librarians, A. H. Blamey, A. F. 
J. Sutherland. 

The new President, Mr. E. R. Bom- 
phrey, is Cost Accountant at Olympic 
Tyre and Rubber Co. Ltd. He will 
bring to the position a knowledge and 
skill in costing matters which will be 
invaluable to the Institute. A tribute 
was recorded for the services rendered 
to the Institute by Mr. M. G. Roberts, 
the retiring President, who is abroad at 
present. His period of office was marked 
by many forward moves in the interest 
of members. 


“Materials Handling” 


This, the second in the series of lec- 
tures on factory organisation, was de- 
livered by Mr. W. F. Sturrock, Mr. G. 
E. Madden, and Mr. W. P. Freemantle. 
Members of the Royal Victorian Insti- 
tute of Architects were invited and in- 
spired a very lively discussion. 

In presenting lectures of this type it 
is the intention of the Council that men 
of wide practical experience can pass 
on their knowledge to the Cost Accoun- 
tant and so provide him with a better 
approach to his own job, so enabling a 
more worthwhile presentation of ac- 
counting results to assist in manage- 
ment generally. 


— Cenciuded on Page xix 
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STUDENTS’ 


SECTION 


By SCRIPTER 


ANSWERS TO MERCANTILE LAW PAPERS. 
FEDERAL INSTITUTE EXAMINATIONS, OCTOBER, 1952. 


(Note: The answers which follow are not official; they have been 
prepared merely in an endeavour to assist candidates in answering 


“problem” questions on examination papers. 


The other questions on the 


October, 1952, papers are not dealt with, as students can quite easily 
obtain guidance on them from the prescribed text books.) 


INTERMEDIATE PAPER 1. 
Question No. 4. 

(a) S, a shopkeeper, agrees with B 
to sell him a hat for £2, which B is 
to pay for and collect in a week’s time. 
B calls back in a week’s time, as ar- 
ranged, but S states that because of 
increased prices he now will not sell 
the selected hat for less than £2/10/-. 
Explain B’s position. 

(b) B offered to purchase certain 
land from § for £500, but S refused to 
sell at this price. On the following 
day S wrote to B offering to sell the 
land to B for £250, S’s typiste having 
typed £250 in error for £520. B ac- 
cepted the offer by return post. §S 
tried to correct the error, but B in- 
sisted that the sale should be com- 
pleted. 

Explain S’s position. 

(c) O advertised in a newspaper 
that he would pay a reward of £2 to 
anyone who had found and returned 
his lost dog. F, who had seen the ad- 
vertisement, found and returned the 
dog to O. O refused to pay F the 
reward. 

Explain whether F can enforce pay- 
ment of the reward. 


4. (a) It appears that there is a 
binding contract between S and B for 
the sale of the hat in question for £2. 
If S should subsequently refuse to 
sell for less than £2/10/- he is guilty 
of a breach of the contract, as he has 
already undertaken to sell the hat to 
B for £2. Now the remedies open to 
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B will depend on whether the “con- 
tract of sale” between B and § is a 
“sale” or “an agreement to sell”. The 
distinction between these is this, that 
if ownership of the hat passed to B at 
the time the contract was made, it is 
a sale, giving B a right of action 
against S for damages for the breach, 
and also in appropriate cases, a right 
to obtain the hat from §S; but if the 
ownership is to pass to B at some 
future time or on fulfilment in the 
future of some condition it is an agree- 
ment to sell, in which event B’s only 
remedy is one for damages against S$. 
The question refers to “the selected 
hat”; the goods then are specific goods, 
presumably in a deliverable state, and, 
unless there is some contrary stipula- 
tion by the parties, ownership would 
pass to B at the time of making the con- 
tract. (The question of payment for 
and delivery of possession of goods 
does not necessarily influence the point 
of time at which ownership passes to 
the buyer.) Consequently, the transac- 
tion may be regarded as a sale. giving 
B the rights outlined above. How- 
ever, since damages would be an ade- 
quate remedy in this case, it is un- 
likely that the court would grant 4 
decree of specific performance against 
S. 

(b) Is there a genuine agreement 
between B and §S, or can it be said 
that the mistake made by S was known 
to B who sought to take advantage of 
S’s error? If the former, S would be 
bound; if the latter, the transaction 
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STUDENTS’ SECTION — Continued 


will not be allowed to stand, being in- 
validated on the ground of mistake. 


Since B had the previous day re- 
ceived S’s refusal to sell at £500, it can 
be said that he must have realised that 
the offer to sell for £250 contained an 
error, and a person will not be allowed 
to “snap” at an offer when the cir- 
cumstances are such that he must have 
been aware that the offer was made by 
mistake. S could therefore have the 
transaction declared void on _ this 
ground, or, if B should sue him, S 
eould set up as a defence the nullity 
of the transaction. (Cf. Webster v. 
Cecil (1861) ). 

(c) Yes, F can enforce payment of 
the reward. If the terms of the offer, 
which, as here, are to be accepted by 
being acted upon (finding and return- 
ing the dog) do not stipulate for com- 
munication of acceptance to _ the 
offeror, no communication of accep- 
tance is needed. The offer here was 
accepted by F finding and returning 
the dog to O; this acceptance gives rise 
to a contract which obliges O to pay 
F the £2 reward promised in‘ the offer. 


Question No. 6. 

B orders from S 100 sheets of iron 
at £1 per sheet. S accepts the order, 
but delivers to B 150 sheets, together 
with his invoice for £150. 


Explain B’s rights (if any). 


If a buyer orders 100 units from a 
seller, and the seller delivers a smaller 
or greater number, the buyer cannot 
be forced to take the number delivered 
by the seller; to do so could involve 
great hardship. Hence our law in- 
sists that the duty of the seller, when 
delivering goods, is to deliver the exact 
quantity ordered. If he fail to do so, 
by the Sale of Goods Acts (although 
the buyer has various remedies granted 
special agreement or usage of trade 
may vary or exclude them). In rela- 
tion to the delivery of a larger quan- 
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tity than that ordered (as has occurred 

here), the buyer may :— 

(a) Accept the whole of the goods so 
delivered, paying for them at the 
contract rate; or 

(b) Reject the whole of the goods 
offered ; or 

(c) Accept the quantity stipulated for 
in the contract, and reject the 
rest. 

B, therefore, could adopt either of 
these three courses. If, however, he 
adopted (a) he would have to pay £150 
for the 150 sheets of iron. 


INTERMEDIATE PAPER 2. 


Question No. 1. 

T stole from his employer, E, the fol- 
lowing :— 

(1) an uncrossed cheque payable to 
bearer; (2) a share certificate; (3) a 
blank postal note; and (4) a “not 
negotiable” bearer cheque. 

T sold these to B, who acted in good 
faith. 

Explain E’s rights (if any) against 
B. 

As a general rule, it is only the true 
owner who can validly transfer chat- 
tels. On this basis, E would be en- 
titled to recover the various items from 
B. But to this general rule there are 
some exceptions, one of which relates 
to negotiable instruments. Two of 
the outstanding features of a negotiable 
instrument are these :— 

(a) The contract or engagement it 
embodies can be transferred by 
simple delivery, without notice to 
the party liable on it. 

(b) If acquired for value by an in- 
nocent person in good faith, who 
takes it unaware of any defect in 
the title of the person from whom 
he took it, such a transferee ob- 
tains a good title to it, free from 
all equities. 

Now B acted in good faith, and, 
since T “sold” the property to him, he 
gave value; therefore in relation to 
any of the items referred to which are 
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negotiable instruments E has no rights 
against B. Taking them separately :— 
(i) An uncrossed cheque payable to 
bearer—B can retain it against 
E, as it is a negotiable instrument. 
(ii) A share certificate—Is not a 
negotiable instrument; hence E 
can recover it from B. 
(iii) A blank postal note—as for (ii). 
(iv) A “not negotiable” bearer cheque 
—a cheque crossed and marked 
“not negotiable” ceases to possess 
the second characteristic of ne- 
gotiability set out above; hence 
E is still to be regarded as the 
true owner. 


Question No. 3. 

D, an infant, draws a cheque in 
favour of P, a married woman, in pay- 
ment for some goods. P endorses the 
cheque to E, for valuable considera- 
tion. E endorses the cheque “sans re- 
cours” and hands it to G for valuable 
consideration. 

The cheque is not met on presenta- 
tion. 

Explain G’s rights on the cheque 
against D, P and E. 

Normally G, a holder in due course, 
could sue the drawer and prior en- 
dorsers on the cheque. But it remains 
to consider whether D and P, by reason 
of the limited contractual capacity en- 
joyed by each, and E, by reason of the 
form of his endorsement, can avoid 
liability to G. 

D’s position: D is an infant, and an 
infant is not liable on a bill as drawer 
(or acceptor or endorser) even though 
the bill be signed by him in payment 
for necessaries. Hence if, as here, the 
drawer banker does not pay, D cannot 
be successfully sued on the cheque 
(although this does not prevent G from 
enforcing it against P). 

P’s position: P’s endorsement is in 
effect a guarantee to a holder that 
should the bill be not paid she will 
compensate the holder provided the 
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requisite proceedings on dishonour are 
taken. A married woman may effec. 
tively bind herself by endorsing a 
cheque, although any judgment against 
her binds only her separate property. 
P is liable therefore to compensate G 
for any loss he sustains as a result of 
the bank’s failure to meet the cheque 
on presentation. 

E’s position: An endorsement “sans 
recours” is effective to exclude the per- 
son so endorsing from his personal 
liability on the cheque, and G would 
therefore have no rights against E on 
the cheque. 

Question No. 4. 

(a) P requests A to ascertain from § 
the price for which he will sell mer- 
chandise. A, acting in excess of his 
authority, purchases the merchandise 
from S on P’s behalf. P, on hearing 
of the transaction, ratifies it. 

(b) P appoints A, aged 19 years, his 
agent. A, acting within the scope of 
his authority, enters into a _ written 
contract on behalf of P for the pur- 
chase of certain machinery from § to 
the value of £1,000. 

Explain whether valid contracts 
have been made in these two cases. 

4. (a) A principal may ratify a con- 
tract made by his agent acting in ex- 
cess of his authority, provided that 
certain conditions are satisfied. These 
can best be stated in the form of ques- 
tions, and answered by reference to the 
facts given :— 

(i) Did A contract as agent, and 
name or identify P at the time of 
contracting with S? A purchased 
the goods “on P’s behalf’; which 
does not suggest either “Yes” or 
“No” with certainty, although it 
favours the affirmative answer. 

(ii) Did P exist, and have proper con- 
tractual capacity, both at that date 
of the contract and the date of 
the ratification? The answer 
here seems clearly, “Yes”. 

(iii) Was P aware of all the facts when 
he ratified the contract, and was 
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his ratification of the whole con- 
tract? Again, an answer “Yes” 
can be assumed. 

Assuming (i) above to be answered 
“Yes” (and this is a reasonable as- 
sumption), then it would appear that 
there is a valid contract between S and 
P for the purchase of the merchandise; 
the contract made by the agent A hav- 
ing been properly ratified by his prin- 
cipal. 

(b) This question seems to turn on 
the fact that the agent is an infant. 
If he were of full age, then P would 
clearly be bound to S, as the agent 
acted within the scope of his authority, 
the contract was one into which the 
principal could enter, and there seems 
to be nothing to invalidate the con- 
tract. Does the fact of A’s infancy, 
then, affect the position? No. It is 
not necessary that an agent should 
possess full legal capacity to act on 
his own behalf, because an agent, when 
acting as such, is merely an instrument; 
his acts are the acts of his principal; 
and it is the principal’s contractual 
capacity, not the agent’s, which is to 
be looked at. Consequently, there is 
a valid contract between P and S, and 
since it is in writing, there is a memo- 
randum sufficient to satisfy the re- 
quirements of the Sale of Goods Act 
concerning goods to the value of £10 
or upwards. 

FINAL. 

Question No. 1. 

(a) S, who has a motor lorry for sale, 
calls for tenders for the purchase 
of it. B puts in the highest ten- 
der, but S decides not to sell. 

(b) S displays a coat in the window 
of his shop with a price ticket for 
£10 on it. B enters the shop and 
tenders £10 for the coat, but S 
refuses to sell. 

Explain B’s rights (if any) in each 
Case. 

1. In each case the question is—is 
there a contract between S and B? 
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To answer this in the affirmative in- 
volves that there must be an offer and 
its acceptance. Has S made an offer? 
(a) In the case of the motor lorry, he 
has asked for tenders, and this 
appears to be not an offer, but an 
invitation to interested persons to 
make an offer. Consequently, the 
tender submitted by B is to be 
regarded as the offer, which must 
be accepted by S before there is 
any contract. It is not true to 
say that a person inviting tenders 
will necessarily accept the highest 
tender; therefore, S’s decision not 
to sell the lorry is a rejection of 
B’s offer; there is no contract be- 
tween them, and B has no rights 
against S. 
Similarly, the display of goods in 
a shop window with a price ticket 
attached is not an offer; it is but 
an invitation to the public to make 
an offer. B’s action in entering 
the shop and tendering £10 is an 
offer to buy the coat—an offer 
which §S is quite on liberty to ac- 
cept or reject as he wishes. In 
refusing to sell S has rejected the 
offer; once again, therefore, there 
is no contract between S and B, 
and B has no rights against S. 
Question No. 3. 

T steals O’s motor car and sells it 
to D, a motor dealer, who buys it in 
good faith, and pays T £400 for it. 
D then sells the car in the ordinary 
course of business to B for £500. O 
then discovers that B has the car. 

Explain whether O or B is entitled 
to the car. 

The general rule in the case of a sale 
of goods is that a person who is not the 
owner of goods, and who sells them 
without the authority of the owner, 
cannot give a good title to them; the 
rightful owner can always recover 
them, even from a person who has pur- 
chased them in good faith from the 
seller. Such a transferee may have 
remedies against the seller (e.g., he 
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can recover damages for breach of the 

implied condition as to title), but he 
must restore the goods to the rightful 
owner. 

However, to this there are excep- 
tions, and in some cases a person who 
is not the owner and who sells goods 
without the consent of the owner can, 
nevertheless, pass a good title. These 
exceptions relate to sales of goods:— 
(a) in market overt; 

(b) under a voidable title which has 
not, at the date of sale, been 
avoided ; 

(c) by a person who sells in exercise 
of a statutory power; 

{d) by a seller who retains possession 
of the goods after sale and resells 
them ; 

(e) by a buyer who, having bought 
goods, obtains possession of them 
with the consent of the seller, and 
resells them; 

(f) where the owner is “stopped” 
from denying that the person 
selling the goods does so with his 
consent. 

(zg) by a mercantile agent. 

Now T, as a thief, had no title; 
clearly, then D (the dealer) obtains no 
title to the goods. And the dealer’s 
sale to B, not being within any of the 
above exceptions, does not confer a 
good title on B. Consequently, O is 
entitled to the car. 

Question No. 5. 

X, who had been a sleeping partner 
in the firm of A. & Co., retired from 
the firm, but did not publish or give 
any notices of his retirement. After 
X’s retirement the new firm incurred 
a debt to C. C found out that X had 
been a partner. The firm name of 
A. & Co. had not been registered under 
the Act and X’s name did not appear 
as a partner on any of the partnership 
documents. 

Explain whether X is liable to C. 

As a general rule, a partner who 
retires from a firm is not liable for 
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debts contracted by the firm after his 
retirement, provided he gives proper 
notice of his retirement. The need to 
give such notice is due to the provision 
of the Partnership Act that where a 
person deals with a firm after a change 
in its constitution he is entitled to 
treat all apparent members of the old 
firm as still being members of the firm 
until he has notice of the change. 

On this basis, X might be liable to 
C. But when C dealt with the firm 
was he aware, or could he have been 
aware, that X had been a partner? 
The firm name had not been registered; 
X’s name did not appear as a partner 
on any of the partnership documents, 
and X was, moreover, a sleeping part- 
ner. It could be suggested from this 
that X was not known to C to bea 
partner. This is important, because 
the Partnership Act further provides 
that the estate of a partner “who, not 
having been known to the person deal- 
ing with the firm to be a partner, re- 
tires from the firm, is not liable for 
partnership debts contracted after the 
date of” retirement. Unless, there 
fore, X was known to C to be a part- 
ner, X’s failure to give notice of his 
retirement would not render him liable 
to C. 

Question No. 7. 

T steals a crossed cheque for £100 
drawn by his employer X.Y. Ltd. and 
made payable to “J. Smith or bearer”. 
(J. Smith is one of the company’s 
creditors.) T pays the cheque into 
his account with the C. Bank, which 
takes the cheque without question. The 
C. Bank collects the cheque and 7 
draws out the money and absconds. 

Advise X.Y. Ltd. as to its rights (if 
any) against the C. Bank. 

It is clear that T, as the thief, has n0 
title to the cheque, and having received 
the proceeds of the cheque is liable 
to the true owner for conversion. And 
unless the collecting bank (C. Bank) 
is protected by the Bills of Exchang? 
Act, it would be exposed to the same 
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liability. The question is, therefore, 
whether the collecting banker is en- 
titled to the protection given by 8.88 
of the Bills of Exchange Act. That 
section provides that “where a banker 
in good faith and without negligence 
receives payment for a customer of a 
cheque crossed generally or specially 
to himself, and the customer has no 
title or a defective title thereto, the 
banker shall not incur any liability to 
the true owner by reason only of hav- 
ing received such payment”. Unless 
C. Bank satisfies this section it is liable 
to X.Y. Ltd. 

Now the cheque was crossed; T was 
a customer of the bank (since he paid 
the cheque “into his account with the 
C. Bank”) for whom the bank col- 
lected the amount; and it can be taken 
for granted that the banker acted in 
good faith. But the banker “took the 
cheque without question”, although it 
was drawn by T’s employer in favour 
of a third party (J. Smith) or bearer, 
presumably making no enquiry as to T’s 
title to it. It might be held that in 
failing to make proper enquiries the 
banker was not acting “without negli- 


gence” as required by the section. If . 


this is correct, the collecting banker is 
not protected by the section, and is 
liable to X.Y. Ltd for the amount of the 
cheque. I advise X.Y. Ltd. accord- 
ingly. 

(Note: The question of whether the 
bank becomes a holder for value or a 
holder in due course does not appear 
to arise here, because there is nothing 
to suggest an agreement between the 
bank and T that T could draw against 
the cheque before it was collected; 
rather, the wording of the question 
seems to suggest otherwise. 

Question No. 9. 

T by his will leaves :— 

£100 to his son S, £100 to A, “my 
Ford motor car” to B, and the residue 
of his estate to his friend F. 

S predeceased his father, but at 
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the date of T’s death S’s child and 
wife are living. By his will S left 
all his estate to his wife. 

A’s wife was one of the two wit- 
nesses to the will. 

At the time of his death T did not 
own a motor car. 

T’s widow, W, is left without means. 

Explain (1) W’s rights (if any); 
and (2) how the executors should dis- 
tribute the estate. 

9. (1) Since T’s widow (W) is left 
without means, she may be able to 
obtain some benefit from the estate 
by virtue of the Testator’s Family 
Maintenance Acts, which provide that 
where a testator has failed to make 
adequate provision for the main- 
tenance, etc., of his wife or husband 
or children, the Court may order that 
provision, either by way of lump sum 
or periodical payments, be made out of 
the estate of the deceased testator. 

(2) Subject to the above, the net 
estate will be distributed as under. 
(a) S’s wife will receive the legacy 

of £100 left to S, because when 
property is left to a child of a 
testator who predeceases the tes- 
tator, but leaving issue surviving 
the testator, the gift does not 
lapse—it takes effect as if the 
child had died immediately after 
the testator. The legacy to S, 
therefore, is treated as part of his 
estate, and by virtue of S’s will 
goes to his widow. 

A will receive nothing, because his 
wife was a witness. Although 
the will itself is not invalidated, 
gifts by will to witnesses or the 
husbands or wives of witnesses 
are null and void. 

B will receive nothing; the gift to 
him of “my Ford motor car” is 
a specific legacy, and since, at his 
death, T did not own a car, this 
legacy is adeemed. 

The residue will pass to F, subject 
to any order made by the Court in 
favour of W. 
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End Panes 
by 
Angus wy pene 


ACCIDIE 

My kind friend, Mr. R. S. Turner, of 
Adelaide, has given me the Penguin 
Classic “The Canterbury Tales” — a 
new translation by Nevill Coghill. I 
have thus been able to spend many 
happy hours reading Chaucer in con- 
temporary speech, for I will read any 
given quantity of books. Until this 
timely gift I had not read much of 
Chaucer, as, unaided, I found it beyond 
me. Twenty-five years ago a scholar 
dwelt with us who could read Chaucer 
with complete ease, and being helped 
by him I went a little way. Now I 
have had a long and pleasant journey. 
I am comforted by Mr. Coghill who, in 
his Introduction, answers the charge 
that a modern translation of Chaucer 
is only pandering to laziness. “While 
I feel some force in this contention, I 
do not think it strictly true. In the 
first place the pressure of contemporary 
life seems greatly to have increased 
upon us... Secondly the original is not 
really so easy as all that.” 

The book consists of 512 pages, a 
marvellous production for 7s. 6d. local 
price. But like the miser I can always 
do with another pound of this gold. 
Mr. Coghill has had to reduce the Tale 
of Melibee and the Parson’s sermon on 
the Seven Deadly Sins to a synopsis. 
Greedy as I am, I feel this is a pity. 
The seven sins are Pride, Envy, Anger, 
Accidie, Avarice, Gluttony and Lechery. 
I pass with a shudder over the other 
sins; it is about Accidie I want to talk. 

I suffer cruelly from this deadly sin 
and would fain know more about it, 
its causes and its treatment. The 
Parson says “It forsloweth and for- 
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sluggeth”. I have known the end 
product—“wanhope” or, as we say, 
despair. Mr. Coghill’s synopsis says 
“Accidie does all tasks with vexat'on, 
slackly and without joy, and is en- 
cumbered by doing good. It restrains 
one from prayer. It is the rotten- 
hearted sin of sloth. It leads to despair 
(wanhope). The remedy is Fortitude”. 


Dante says the Accidists find their 
final home in the fifth circle of the In- 
ferno. I have been there many a time 
already. Oft have I lain “nella belletta 
negra”, in the black mud of wanhope. 

I never know when the demon will 


strike. The day may start well; I am 
gainfully and happily employed at my 
lawful occupations, posting ledgers, 
checking the petty cash, writing out 
deposit slips, or preparing receipts 
(normally I love the last two tasks). 
Even the making out of a cheque will 
bring only momentary misery. Then 
suddenly towards noon I am swiftly 
engulfed nella belletta negra. What is 
it to me that I owe the income tax 
people a king’s ransom? What do! 
care if my wife is down to her last 32 
pairs of shoes? Let her wade through 
the snow “wi’ wee hacket feet”. Je 
m’en fiche. Zut, alors! Sometimes | 
reach such a nadir of wanhope that | 
can hardly be bothered to send out a 
bill or snatch the money from a client 
when he pays it. 


Gentle reader, please be not facetious 
and send me a box of Beecham’s. The 
trouble is not physical, nor is it 
spiritual. It is a problem of environ- 
ment. I am forced to live in a rail- 
drenched, overladen, over-populated 
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and over-rated debilitating sink of 
septic boredom. Its name is Sydney. 
You who walk in the cool of the even- 
ing in the orange groves of Bourke, 
have pity on me. You whose spirit is 
uplifted by the gentle breezes of Alice, 
shed a tear for me. You who lift up 
your eyes to the hills of Dandenong, 
say a prayer for me. You who gather 
wealth in the canefields of Cairns and 
filch the very road for your crops, send 
me another book. If you do not these 
things I shall forslugg you. 


BIRDS ARE BIRDS 


William Hazlitt describes how and 
with what discrimination the beloved 
Charles Lamb hinted a defect in what 
he admired most—as, for example, in 
saying that Adam and Eve in “Paradise 
Lost” were too much like married 


people. 


May this poor scribe be forgiven for 
taking the same liberty with Shelley, 
a close friend from his youth. Each 
time I begin one of his finest poems, 
“To a Skylark”, I feel a slight rising 
in my head where my hair once grew, 
an irritation akin to the pain an old 
soldier feels at the stump of his lost 
leg. The prince of introverts says: 

Hail to thee, blithe spirit! 
Bird thou never wert. 

Any respectable bird, let alone a 
skylark, would resent this sort of thing. 
How would my trusty editor-in-chief 
react if I sang to him: 

Hail to thee, proud Chief! 
Man thou never wert. 


The President of the Incorporated 
Society of Skylarks has asked me to 
retort to Shelley after his fashion: 

Nuts to thee, mad Poet! 
Bird I ever wert. 

Into thine eye, or near it 
Pourest a juicy squirt. 
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WHAT A WORD! 

In a recent taxation case (George 
v. F. 6. of T.) the High Court said that 
8.167 of the Income Tax Assessment 
Act “is epexegetical to s.166’’. 

“Exegesis” is derived from the 
Greek, meaning to guide or lead. Thus, 
the word means, in the general sense, 
an explanation or exposition. So with 
the prefix “ep” we have the noun 
“epexegesis” meaning the addition of a 
word or words by way of further eluci- 
dation, and the adjective “epexegetical”’ 
meaning pertaining to or of the nature 
of an epexegesis. 

After all that—perhaps it might have 
been easier and more understandable 
to have said “Section 167 is supple- 
mental to s.166. I have read this note 
over to my wife who, as usual, dis- 
agrees. By way of illustration she 
points out that although I am merely 
supplemental to her I am by no means 
epexegetical in that I never elucidate 


anything. 


TRUE CHARITY 
Not merely the extended hand 
But more a heart to understand 
The broken pride of tired men 
And give them dignity again. 


LINES FROM THE ARABIC 

The morn that usher’d thee to life, 
my child, 

Saw thee in tears, whilst all around 
thee smiled! 

When summon’d hence to thy eternal 
sleep, 

Oh may’st thou smile, whilst all around 
thee weep. 


A note to the Motorist: 
The overtaker helps the undertaker. 


A Note to the New American Empire: 
May the sun never rest on your dollars. 
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PROFESSIONAL NOTICES 


ACCOUNTANCY PRACTICE or part or 
small number clients wanted Sydney or 
nearby. Top Price. Lu 2526. 


ACCOUNTANCY PRACTICE — Young 
man aged 27, qualified, wishes to join es- 
tablished accountancy firm. City or Country. 
View early partnership. Highest credentials. 
Investment to £1500. Reply to No. 112, ¢/- 
Australian Society of Accountants, 5 Bligh 
Street, Sydney. 


AMBITIOUS young accountant qualified or 
final standard wanted for branch office of 
country practice. Unusual opportunity of 
finalising training under competent direction 
with responsibility. Cottage to rent. Reply 
to No. 110, c/- Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


APPLICATIONS are invited from junior 
accountancy students possessing good general 
education background. Outstanding prospects 
for suitable man in the office of David Fell 
& Co., Chartered Accountants (Aust.), Box 
1024J, G.P.O. Adelaide. 


ASSOCIATE, 44, (ex A.I.F.) Secretary of 
public company for last 6 years, desires im- 
prove position. Experience includes: 4% 
years with chartered accountants; 15 years 
with industrial and commercial employers. 
Present salary £1000. Prefer position as 
Secretary, Accountant or Office Manager. 
Would consider other openings. Please reply 
to No. 111, c/- Australian Society of Account- 
ants, 5 Bligh Street, Sydney. 


ASSOCIATE—Wide experience—desires to 
purchase partnership in progressive practice. 
Replies to No. 113, Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


AUDIT CLERK wanted for Chartered 
Accountants’ office, must have had experience. 
Reply in writing with references to “Proven”, 
c/- Australian Society of Accountants, 37 
Queen Street, Melbourne. 


CHARTERED ACCOUNTANT _ desires 
purchase small practice or part, reply No. 
114, c/- Australian Society of Accountants, 
5 Bligh Street, Sydney. 


FOR SALE—Accountancy Practice, well 
established, in Coff’s Harbour, New South 
Wales. Rapidly growing town. Revenue 
£6000 to £6500. Office Accommodation. Price 
reasonable. Apply D. E. Pollard, Box 60, 


Coff’s Harbour. 
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OPPORTUNITY man 30 to 45 join sm: 
practice. Must be well above present g 
average standard in thoroughness and intem 
est in work. Present proprietor reached 
retiring age, desires relief from heavy work, 
Distinct prospects for right man. Full partie 
culars in strictest confidence to Box 13 
G.P.O., Sydney. 


PRACTICE FOR SALE, in 
town in northern N.S.W. Gross Fees £1,509 
with great scope for expansion. Residence 
available at moderate rental if required, 
Reply to “Practice” c/- Australian Society of 
Accountants, 5 Bligh Street, Sydney. 


rospere 


PRACTICE SOUGHT. Established 
bourne member seeks additional practice 
fees to £2000. Reply P.S. c/o Australian 
Society of Accountants, 37 Queen S&t., 
bourne. 


PRACTICE REQUIRED—Member desires 
to purchase practice. Gross fees to £4000) 
Replies to 3198, G.P.O., Sydney. 


PUBLIC ACCOUNTANT, Sydney, will 
pleased to make arrangement with Syd 
firm for occasional use of staff clerk. eply 
No. 115, c/- Australian Society of Accout 
ants, 5 Bligh Street, Sydney. : 


WANTED—Trinity Grammar School, 3 
—A master to commence Second Term 195) 
to teach Economics and Commercial subject” 
up to the Public and Matriculation examing® 
tions standard and also for Intermedia 
Accountancy examinations. Full particulam 
on application to the Headmaster. Phone) 
Haw. 412, 2278, 1370. rr 





J. E. MARTIN & CO. 


(Ee. C. HEAD) 
(Members Stock Exchange of Meibeurne) 


STOCK AND SHARE BROKERS 


A.P.A. BUILDING, 


379 COLLINS STREET, C.1. ist Fleer. 


*"Phones—MU 6165 and 6166. 
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